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Data for Policy 


ata are part of the daily business of all institutions, public or private, pre- 

occupied with basing strategic decisions on facts and evidence. In govern- 

ment, data, and the analyses they underpin, are an intrinsic part of the 
policy-making process. As national challenges continue to evolve, so also does the 
need for the statistical information that supports both the rigorous assessment of 
emerging issues and the design of effective government policies and programs. 


This issue of Horizons is about data. The Government of Canada devotes sig- 
nificant resources to the development of national surveys, data collection and 
analysis, and the management of large administrative records. There are constant 
pressures to devote more resources to these data-related activities to keep up with 
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INTRODUCTION (continuen) 


the emergence of new issues and the 
advancement of science and new tech- 
nologies, and for Canada to remain 
competitive internationally. In the 
knowledge and information era, how 
can it be otherwise? 


On the other hand, resources are lim- 
ited and constraints on government 
spending are numerous. A major, and 


accomplished over the last seven years, 
and describes some of the challenges 
ahead in meeting the needs of the 
research community. 


Next, Philip Smith discusses the 
potential for broadening the scope 
of Canada’s already impressive 
National Accounts system to include 
all types of production and assets, 


What becomes clear is that data and the understanding that they 


can yield become increasingly important as the challenges to policy 


development become increasingly complex. 


entirely appropriate, concern for gov- 
ernment is maximizing the utility of 
any data investment. This means that 
technologies or innovative techniques 
that allow the collection, treatment, 
and analysis of data in less time and 
with fewer resources have to be fully 
explored. It also implies that policies, 
processes, and practices have to be 
developed to ensure maximum return 
on investment, that is, data have to be 
crunched and analyzed thoroughly by 
analysts and researchers to extract the 
policy-relevant or otherwise useful 
information. This is the focus of this 
issue of Horizons, with articles covering 
a wide range of data-related issues, 
including future data development 
activities, non-traditional ways of col- 
lecting data, data access, and data use. 


The issue starts with a review of the 
Data Gaps Initiative, established in 
1997 to support the Canadian govern- 
ment’s horizontal policy needs. The 
article takes stock of what has been 
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including environmental assets and 
household production. Garnett Picot 
and Maryanne Webber, on the other 
hand, believe it is time to reflect on 
the benefits and shortcomings of lon- 
gitudinal surveys, and given their high 
cost relative to cross-sectional surveys, 
make informed decisions regarding 
their future. 


Surveys are the traditional means for 
collecting social and economic statisti- 
cal data. However, John Greenwood 
argues that there is more to data than 
surveys. Social experiments can gener- 
ate datasets that are extraordinarily 
rich for estimating program impacts, 
performing subgroup analyses, and 
conducting benefit-cost analyses. 


Michael Wolfson draws attention to 
the increasing complexity of emerg- 
ing policy issues, superior computing 
technologies, and sophisticated model- 
ling methods that have all served to 
increase the demand for data and the 
potential for its supply. He shows how 
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Are you just pissing and moaning, or can you verify what youre saying with data?” 


©The New Yorker Collection. 1999. Edward Koren from cartoonbank.com. All Rights Reserved. 


modern computing is enabling simula- 
tion modelling in health and social 
policy development, a technique that, 
until recently, was primarily limited to 
the field of macro-economics. 


A publication on data issues would 

be incomplete without capturing the 
perceptions and perspectives of data 
users. Cliff Halliwell, while acknowl- 
edging the risk to the integrity of the 
system of actual or perceived disclo- 
sure of personal information, airs the 
frustrations of researchers attempting 
to access data for policy analysis and 
performance reporting. Raymond Cur- 
rie underscores the huge difference the 


Research Data Centres have made in 
improving academic researchers’ access 
to Statistics Canada’s database; Byron 
Spencer advances some suggestions for 
improving this initiative. 


Data are also used to report back to 
Canadians on progress made. Tim 
Wilson shows how the Treasury Board 
Secretariat uses data in reporting on 
the state of the nation, and identifies 
areas where new data would be partic- 
ularly welcome for this type of report- 
ing function. 


Knowledge is power, and Albert 
Simard describes a new policy at 
Natural Resources Canada’s Canadian 


Forest Service for ensuring knowledge 
is captured and made available to 
those who need it, in a timely fashion. 


The Research Briefs and Eyewitness 
Reports in this issue illustrate very 
well how the PRI’s crosscutting policy 
research projects inevitably lead to 
data development considerations. 
Last June, the PRI was a partner in 
the organization of the National 
Symposium on Financial Capability, 
which was followed by a workshop 
on data sources (see the eyewitness 
report by Stuart Sykes). The PRI is 
preparing to release a series of con- 
cluding publications from the Social 
Capital as a Public Policy Tool project. 
One of these, authored by Sandra 
Franke, is solely devoted to the meas- 
urement of social capital. A research 
brief by Fidéle Ndayisenga and Doug 
Blair describes the recently launched 
Regulatory Data Development and 
Analysis Project, which is aimed at 
improving regulatory management 
within the federal government. lan 
Campbell reports on two recent work- 
shops that explored how data and 
expertise can be made easier to access 
and use in local decision making 
involving environmental or other 
science-based information. 


What becomes clear is that, whether it 
is about social, economic, or environ- 
mental systems, data and the under- 
standing that they can yield become 
increasingly important as the chal- 
lenges to policy development become 
increasingly complex. 
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FEATURE ARTICLE 


The Data Gaps 
Initiative at a 
Crossroad 


Jean-Pierre Voyer 
Policy Research Initiative 


Jean-Pierre Voyer 

is Executive Director of the 
Policy Research Initiative 
and Chair of the 

Policy Research Data Group. 


anada is used to excellence 

in national surveys and data 

collection, thanks to a statisti- 
cal agency that has earned an inter- 
national reputation for quality and 
innovation. A key element of the over- 
all performance of our national statis- 
tical system is its capacity to bring 
new information and insights to bear 
on emerging questions and policy 
issues. This capacity is currently chal- 
lenged, though, in that the federal 
government’s central mechanism for 
identifying and supporting new data 
requirements is no longer performing 
adequately, and is thus in need of 
serious review. 


Addressing Emerging Data 
Gaps 

Two decades ago, policy discussions 
did not involve questions regarding 
determinants of healthy child devel- 
opment, the economic integration 

of new immigrants, or the conse- 
quences of an aging population. Many 
of these types of questions could not 
have been addressed properly within 
the envelope of national surveys exist- 
ing at that time. It was necessary to 
develop new surveys to better under- 
stand these trends and challenges. 


Considerable expertise within Statistics 
Canada, federal government depart- 
ments, and the broader Canadian 
research community can be brought 
to bear in identifying information 
gaps and the statistical instruments 
needed to address them. This expert- 
ise is tapped regularly through various 
advisory bodies gravitating around 
the chief statistician and senior ana- 
lysts and researchers within Statistics 
Canada and federal departments. 


Know-how availability is not the 
issue. Rather, the biggest challenge to 
addressing data gaps lies with finding 
the financial resources required to 
develop and implement new surveys. 


The federal government uses two 
main approaches to address funding 
requirements for emerging data gaps. 
The first one is simply to treat data 
needs like any other new program 
or policy initiative. That is, the min- 
ister responsible for the area of activ- 
ities recommends to his Cabinet 
colleagues to devote public resources 
to the need identified and, from that 
point, the proposal follows the 
approval process used for any new 
government initiative. 


Proposals for public investment in new 
surveys are almost never addressed in 
isolation. They are usually part of a 
package of investment or expenditures 
introduced to address a new policy 
pressure. When Cabinet ministers are 
presented with a policy proposal, they 
also receive extensive background 
information on what is known about 
the issue under review. Through this 
process, information gaps are made 
more visible, and ministers are in a 
better position to appreciate whether 
new investments in data collection 

are required; hence, the logic in tying 
the data funding needs to specific 

new policy or program proposals. 


There are instances, however, when 
the emerging data gaps do not neces- 
sarily fall in the sole domain of 
responsibility of a particular minister. 
Several departments may share respon- 
sibility or interests. Information needs 
related to the growth of the social 
economy, the determinants of produc- 
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tivity in the workplace, or the econo- 
mic consequences of a brain drain of 
university graduates are examples of 
issues in this category. There are also 
situations where the data gap occurs 
in the context of an identified mid- 
term pressure or development when 
it is important to collect more infor- 
mation, even though it may be too 
early for government to take action. 
Changing retirement patterns over the 
last few years provide one example. 
For such cases, a different mechanism 
is required to ensure that appropriate 
action is taken concerning the collec- 
tion of data. For almost a decade now, 
the Data Gap Initiative has been the 
key vehicle and approach used within 
the federal government to address 
these types of data gaps. 


The Origins of the Data Gaps 
Initiative 

The Data Gaps Initiative is an internal 
federal government fund supporting 
the collection and dissemination of 
data deemed important for policy and 
program development. 


The genesis of the Data Gaps Initiative 
is inextricably linked to the establish- 
ment of the Policy Research Initiative. 
In the mid-1990s, there was a wide- 
spread view in Ottawa that policy 
research capacity had declined in 

the federal government, while policy 
issues had become increasingly com- 
plex and interrelated. To address 
these concerns, the Clerk of the Privy 
Council launched a federal interde- 
partmental process in July 1996 to 
identify future policy challenges of 
major significance to Canadian soci- 
ety, and make recommendations 


regarding an interdepartmental 
research agenda and work program to 
address identified gaps in knowledge. 
Departments were asked to work col- 
laboratively under the Policy Research 
Committee (PRC), which subsequently 
became the Policy Research Initiative, 
whose mandate and activities have 
been evolving since then. 


The Data Gaps Initiative was created 
shortly thereafter to support the PRC 
program of policy research. The ini- 
tiative was allocated $20 million per 
year to be added to Statistics Canada’s 
budget. The criteria and instructions 
governing the allocation required 
that an appropriate review process 

be put in place, including an advisory 
committee under the auspices of the 
PRC. The committee, named the 
Policy Research Data Group, was 
established in early 1998, and has 
been chaired by the Executive 
Director of the PRI since then. 


The Policy Research Data 
Group (PRDG) 


The PRDG was mandated to make 
recommendations on the priority of 
data projects to be funded, and to help 
validate collaboration among relevant 
departments and Statistics Canada. In 
addition, it was asked to play a con- 
sultative role, examining a number of 
additional data issues regarding data 
dissemination and data access. 


An overriding consideration of the 
PRDG in setting funding priorities 
has been to address information needs 
for policy issues that cut across several 
departmental mandates. The rationale 
is that data development needs for 
horizontal issues may not have natural 


champions, whereas, data gaps identi- 
fied by one or two departments can 
usually be dealt with through depart- 
mental funds. 


The Data Gaps Initiative has resulted 
in a wealth of new data. More impor- 
tant, these data lead to useful research 
that is being applied to policy decision 
making in various ways. From the 
impact of information and commu- 
nications technology on workplace 
productivity to the experiences of 
Canadians as victims of crime, these 
projects fill a real need for federal 
policy makers seeking to better 
understand how they can make a 
difference in the lives of Canadians. 
(See the accompanying description 

of PRDG projects.) 


Although directing the Data Gaps 
Initiative funds has been a central 
activity, it has not been the PRDG’s 
only accomplishment. While the 
Group started small, it now includes 
some 25 federal departments and 
agencies. Representatives from these 
organizations meet regularly to share 
research work plans, discuss data 
access issues, and co-ordinate their 
data collection and analysis activities. 
The PRDG has evolved into a much- 
needed discussion forum and co- 
ordinating body for the federal 
government’s data collection and 
analysis efforts, a function that did not 
exist prior to the Data Gaps Initiative. 


The Data Gaps Initiative at a 
Crossroad 


The Data Gaps Initiative has now 
reached a crossroad as the project 
line-up has stabilized. The number 
of projects originally funded by the 


HORIZONS VoLuME 8 NUMBER 1 


PoLicy RESEARCH INITIATIVE 


initiative has been reduced from 23 

to 13 over the years. Two major 
reviews resulted in savings intended 
for new projects, but these savings 
were, in large part, absorbed by the 
2003 federal government reallocation 
exercise. The effects of inflation, plus 
the increase in funding required for 
original core projects, have resulted in 
the fund having lost almost all its flex- 
ibility. The net result is that there is no 
longer any room to address new data 
gaps and fund new projects. 


For the last few years, the PRDG 

has turned more intensively to the 
main federal departmental users of 
the respective Data Gaps Initiative sur- 
veys as an alternate source of funding. 
Departments, though, have been fac- 
ing significant budgetary pressures 

of their own, and research budgets 

in particular have suffered. In addi- 
tion, attempts to use a direct fund- 
ing approach by way of Cabinet 
proposals have failed due to a lack 

of co-ordination and confusion 
within central agencies about the 

role of the PRDG and the Data Gap 
Initiative. Such proposals never even 
reached ministers. 


The upshot is that it has become 
increasingly difficult to fund new 
data activities. Regular reviews and 
reprioritization exercises can get rid of 
products that are of temporary value 
or have proved less meaningful than 
originally envisaged, but good prod- 
ucts tend to accumulate over time, 
and end up occupying all the funding 
space available. Without new funds, 
overall improvement and sustained 
progress become impossible. Indeed, 
it is totally unrealistic to expect that 
emerging data needs will forever be 


addressed through a process of reprior- 
itization of ongoing activities. Emerg- 
ing needs keep coming, and once a 
data gap has been identified as worthy 
of investment, it may stay with us for 
a long time. It is hard to imagine, for 
instance, that governments in Canada 
will lose interest in the means to 
encourage human capital develop- 
ment and improve productivity; thus, 
the need for regular national surveys 


gap needs. The risk, of course, in any 
approach that relies too heavily on the 
leadership of individual departments 
is the loss of capacity to carry out proj- 
ects that cut across the mandates of 
several departments or those aimed 

at longer-term needs. 


In contemplating various scenarios, 
several considerations should be kept 
in mind. First, it would be wise to 
capitalize on the success of the PRDG 


Emerging needs keep coming, and once a data gap has 


been identified as worthy of investment, it may stay with 


us for a long time. 


on the literacy performance of Canadi- 
ans or access to post-secondary educa- 
tion will not disappear anytime soon. 
Furthermore, most survey activities 
entail a series of developmental data 
collection and processing steps that 
spread over cycles of three to five 
years. By the time a cycle concludes, 

it is time to repeat the data collection 
for a new wave of respondents or, in 
the case of a longitudinal survey, to go 
back to the original participants to see 
how the situation evolved. Otherwise, 
it is impossible to determine if govern- 
ment policies and programs need to 
be maintained or modified. 


A variety of futures can be envisaged. 
The simplest one is a top-up of the 
Data Gaps Initiative fund to allow 

for consideration of new initiatives. 
Other scenarios may see the Data 
Gaps fund being replaced, totally 

or partially, by another mechanism 
that would put more responsibility 
on individual departments to cham- 
pion new investments to address data 


as a centre of expertise for the evalua- 
tion of new data proposals, and to 
continue, and perhaps expand, its 
role in co-ordinating data discussions 
throughout the federal government. 
For example, central agencies could 
make better use of the PRDG’s expert- 
ise by seeking its advice on all depart- 
mental requests for funding surveys 
proposed as part of new government 
initiatives. Second, the implementa- 
tion and development of new surveys 
is only one part of a knowledge devel- 
opment process that includes other 
crucial steps. Data are not of much 
use if the research community does 
not exploit them to their full poten- 
tial. Any process that supports the 
introduction of new surveys should 
also include plans on how to involve, 
in sufficient numbers, federal govern- 
ment researchers and external research 
community researchers in the design 
and use of the survey. Third, access 
and costs can remain important bar- 
riers to data exploitation. Significant 
progress has been made in this respect 
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over the last few years, but the federal 
research community must continue 
to develop improvements that 
provide easier access to data, while 
respecting the requirements of the 
Statistics Act and other legislation 
protecting privacy.! 


In summary, the Data Gaps Initiative 


system. Over the past seven years, 
the PRDG has continually adjusted 
its modus operandi concerning the 
Data Gaps Initiative in response to 
changing needs and growing budget- 
ary constraints. However, flexibility 
is now gone and, as a consequence, 
discussions and decisions around 
emerging data gaps are basically 


though, a significant risk that the 
capacity to support the policy needs 
of tomorrow will be undermined. 
For this reason, we are faced with 
an immediate challenge regarding 
the ongoing purpose and funding 
of the Data Gaps Initiative. 


Note 


has achieved its stated purpose, fund- 
ing a number of high-priority data 
projects, most of which are now inte- 
gral parts of the national statistical 


stalled. This will not have much 
visible impact on the quality of what 
government does today. There exists, 


1 See the articles by Halliwell and by Currie 
and Spencer in this issue of Horizons. 


Data Gaps Initiative Projects 


he Data Gaps Initiative funds 13 data projects. These 

projects cover a broad range of policy issues related 

to economic growth, development of human capital, 
social well-being, and sustainable development. 


Information System for Science and Technology (ISST) 


The ISST encompasses a diverse set of activities including 
conducting surveys, developing indicators of science and 
technology activities, linkages and outcomes, organizing 
international workshops, and preparing analytical reports. 
The project’s data are being used in various government 
reports, such as the Canada Innovation Strategy’s Achieving 
Excellence, and Key Small Business Statistics. 


Socio-Economic Indicators of Connectedness 


The project surveys households and firms to develop indica- 
tors of the penetration and uses of information and commu- 
nication technologies including Internet and e-commerce, 
and expands on measures of telecommunications, cable 
broadcasting, and computer services. It has supported poli- 
cies addressing the deployment of broadband communica- 
tion, the digital divide, electronic commerce, government 
online, foreign ownership review of telecommunications, 
and competition in telecommunications markets. 


Post-Secondary Transition Surveys (PTS) 


The National Graduates Survey, the Post-Secondary Educa- 
tion Participation Survey, and the Survey of Earned Doctor- 
ates highlight factors that influence access to postsecondary 
education, integration of postsecondary graduates into the 
labour market, and the supply of highly qualified and skilled 
workers. Survey data have been used to study the brain 
drain issue, and to support the Canada Student Loans pro- 
gram, the Canadian Millennium Scholarship Foundation, 
and the Canada Occupational Projections System. 


Adult Literacy and Lifeskills Survey Program (ALLS) 


The ALLS assesses the performance of adults in the areas 

of literacy, numeracy, and problem solving, and establishes 
links between the skill sets of individuals and their educa- 
tion, occupation, and wages. The ALLS informs human 
resource development programs and a wide range of labour 
market, social, and educational policies such as immigrant 
settlement, economic integration, and adult learning. 


Enhanced Student Information System (ESIS) 


This data project integrates detailed administrative data 
from universities, community colleges, and trade and 
vocational programs into a coherent information system. 
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The ESIS is used for accountability reporting, as well as 
policy development and planning in the areas of educa- 
tional investment, labour market development, and trade. 


Environmental Statistics Program (ESP) 


The ESP comprises a set of environmental accounts and 
indicators, a set of environmental surveys, a spatial data 
infrastructure, and a yearly reference compendium entitled 
Human Activity and the Environment, one of Statistic 
Canada's flagship reports. Data are used to develop national 
environmental statistics for use by government and non- 
governmental organizations, to meet information require- 
ments of the Canadian Environment Protection Act, to estimate 
greenhouse gas emissions from land use change, and model 
greenhouse gas emissions scenarios. 


General Social Survey (GSS) 


The GSS monitors social trends including changes in the liv- 
ing conditions and the well-being of Canadians over time, 
and provides timely information on specific social policy 
issues of current or emerging interest. The GSS has sup- 
ported policy development in homecare, spousal violence, 
Internet use, and retirement planning. It led to the creation 
of the compassionate care benefit administered under the 
Employment Insurance Program. 


Longitudinal Survey of Immigrants to Canada (LSIC) 


The LSIC interviews the same immigrants at three points in 
time: six months, two years, and four years after landing. In 
addition to improving our understanding of the settlement 
process, including the relationship between skill acquisition 
in Canada and individual economic and social outcomes, 
this survey is used to determine what kinds of government 
interventions are needed to support new immigrants. 


Workplace and Employee Survey (WES) 


The WES is an annual longitudinal survey collecting infor- 
mation from Canadian establishments in the non-agricul- 
tural business sector and from the paid workers they 
employ. The data are used in designing a wide range of 
labour market, social, and educational policies aimed at 
assisting employers and workers to adapt to change. 


Changing LifePaths and Time Allocation Patterns 


This dynamic longitudinal, micro-simulation model uses 
alternative scenarios to analyze, develop, and cost govern- 
ment programs and policies from a life-course perspective, 
at the individual or family level over time. It has supported 
the PRI's research efforts in this area by determining labour 
market, social, and distributional consequences associated 
with an aging population, and by evaluating policies that 
could be introduced to reduce any negative social and eco- 
nomic impacts arising from population aging. 


Canadian Segment of the World Values Survey (WVS) 


The WVS is an international collaborative survey carried out 
at five-year intervals in almost 70 countries. The Data Gaps 
Initiative funds the Canadian segment of this survey. Data 
have been used in studies on political participation, civic 
engagement, trust, confidence, tolerance, national pride, 
sustainable development, workplace motivations, and social 
cohesion. 


Survey of Financial Security (SFS) 


The SFS is an occasional household survey that collects 
information on the assets and debts of Canadians, as well as 
on their income, pension benefits, education, employment, 
and expenditures. Human Resources and Skills Development 
Canada, Canada Mortgage and Housing Corporation, 
Finance Canada, and the Bank of Canada all use the data to 
study the relationship of household assets and debts to vari- 
ables of their respective interests. 


Exporter Registry 


The exporter registry uses administrative data to estimate 
the number of exporting establishments and the value of 
exports by industry group, province of residence, destina- 
tion of exports, and exporter size. These data help develop 
policies to meet the federal government’s objective of 
increasing the number of small and medium enterprise 
exporters and inform trade policy development. 
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IRECENT PUBLICATIONS 


Housing Policy and 
Practice in the Context 
of Poverty and Exclusion: 
Synthesis Report 


Housing challenges often play a 
role in poverty and exclusion as 
both a determinant and an out- 
come. Following a PRI-SSHRC 
Policy Research Roundtable 

on this topic and subsequent 
research by the PRI, this paper 
explores these connections, out- 
lines the situation in Canada, 
and assesses ways to improve 
housing and poverty outcomes. 


What We Need to 
Know About the Social 
Economy: À Guide for 


NAFTA Rules of Origin 


Canada 


NAFTA Rules of Origin: 
Discussion Paper 


NAFTA rules of origin, although 
intended to distinguish between 
NAFTA originating goods and 
non-originating goods, can result 
in unexpected consequences 
and economic costs. In this 
study, we examine the empirical 
evidence addressing key issues 
related to the use of NAFTA rules 
of origin in Canada-US bilateral 
trade. Moreover, we examine the 
factors that influence importers’ 
decisions regarding the choice 
between using NAFTA and MEN 
status, and provide supporting 
econometric evidence. 


Policy Research me | Integrated Landscape 


| Integrated Landscape Management Modelling: 
The guide provides background Soe. 


on the social economy, identifies 
research issues whose examina- 
tion would support the develop- 
ment of policies and programs, 
provides suggestions for how 


Workshop Report 


Integrated Landscape Manage- 
ment Modelling (ILMM) is a 
powerful tool for bringing a 
wide range of specialist expertise 
to bear on land-use decisions 


this research might be conducted, 
and points to some useful infor- 
mation sources. 


Canad and environmental impact assess- 
ments. This report shows how a 
national capacity for ILMM could 
be developed in Canada. 


Canadian Water Resources Journal Canadian Water 
| Revue canadienne des ressources hydriques 
| Resources Journal 


| | Policy Implications of 
Published by the Canadian Water ES : 
es j Polly Implications of a Canada-US Customs 
Resources Association, this special Suite . : : 
Union: Discussion Paper 


issue of the Canadian Water ee 
Resources Journal has 9 papers _ 
on various aspects of the use of 
economic instruments for water 
demand management. Based on 
the PRI symposium on Economic 
Instruments for Water Demand 
Management held in June, 2004, 
the papers in this issue range 
from the Australian experience 
with water markets to the con- 
cept of water Soft Paths. 


Prepared by the Centre for Trade 
Policy and Law, this discussion 
paper examines a range of chal- 
lenging policy issues related to 

a potential Canada-US customs. 
The authors explore the principle 
elements of a customs union and 
find that, through a process of 
policy convergence, Canada 
could enter a customs union with 
a modest increase in the level of 
obligations already inherent in 
current trade agreements. 
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introduction 


anada’s National Accounts 

database provides an accurate 

and timely depiction of the 
national and provincial/territorial 
economies in their many different 
dimensions. From the system one 
can obtain information about the 
composition of, trends in, and inter- 
relationships among production, 
consumption, saving, investment, 
trade, prices, incomes, and financial 
transactions throughout the econ- 
omy. The database is critical to federal 
and provincial government policy 
making, and is used for many other 
purposes by private sector and aca- 
demic economists. 


The National Accounts are a dynamic 
system. They have changed and grown 
substantially over the postwar period, 
in line with Canada’s evolving needs. 
The system has undergone major 
expansion and improvement over the 
past 10 years, and now is perhaps a 
good time to pause and consider what 
the next important directions might 
be for further development. 


Background 


While some elements of the National 
Accounts had their origins early in 
the 20th century — notably the balance 
of payments and the index of indus- 
trial production, which emerged in 
the 1920s and 30s — the income and 
expenditure accounts and the sum- 
mary gross national product measure 
were developed in the 1940s and 
early 50s. The context in those days 
included the ideas of John Maynard 
Keynes, the Bretton Woods agree- 
ment, and a worldwide determina- 
tion to avoid falling back into a 
1930s-like depression. 


The 1960s and 1970s saw the expan- 
sion of Canada’s National Accounts to 
include annual national input-output 
tables, industry estimates of gross 
domestic product (GDP) and labour 
productivity, and financial flow and 
balance sheet accounts. In the 1980s 
and early 1990s, the provincial income 
and expenditure accounts were devel- 
oped, and the first work on satellite 
accounts — flexible extensions of the 
basic system — began. 


Then, in the late 1990s and the first 
years of the present decade, Canada’s 
National Accounts were broadened to 
include annual input-output tables for 
each of the provinces and territories 
individually, complete with estimates 
of interprovincial commodity trade 
flows. No other country in the world 
has detailed annual regional statistics 
of this nature. In addition, the con- 
ceptual framework and the statistical 
estimates were adjusted in line with 
the international standard System 

of National Accounts (SNA) that 

had been adopted jointly by five 
international institutions — the 
United Nations, the Organization 

for Economic Co-operation and 
Development, the World Bank, the 
International Monetary Fund, and 
the Commission of the European 
Communities — in 1993. Among 
other changes, SNA-93 brought a 
switch from Laspeyres volume and 
Paasche price indexes to chain-linked 
Fisher indexes. 


International Discussions 


Canada has always believed it to be 
important that its National Accounts 
statistics line up as closely as possible, 
in terms of their conceptual and 
definitional framework, with those 
of other countries. This makes the 
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statistics far more valuable, because 
they can be compared with those 

of other nations. Toward this end, 
Canada has participated and continues 
to participate actively in various inter- 
national forums. In particular, Canada 
has a representative on the Advisory 
Expert Group making the final recom- 
mendations for change to the United 
Nations Statistical Commission. 


Possible New Directions 


So where to go from here? In what 
directions might Canadians want and 
need their National Accounts statistics 
to be further developed in the decade 
ahead? There are many possibilities, 
some of which are discussed below. 


Environmental Accounts 


Despite modest efforts in recent years 
to integrate environmental consider- 
ations into the National Accounts 
system, they remain largely outside 
of its boundaries today. As a result, 
the Accounts give an incomplete 

and in some ways distorted view of 
national wealth and savings, and the 
long-term prospects for economic 
growth. Canadians understand more 
than ever that the environment plays 
a key role in ensuring their well-being. 
Many believe the National Accounts 
should also reflect this reality. 


Comprehensive treatment of the envi- 
ronment in the National Accounts 
would best be done through creation 
of a distinct, but fully integrated, set 
of environmental accounts focused in 
three areas. 


First, the quantity and quality of 
Canada’s natural capital — its natural 
resources, land, and ecosystems — 
would be measured in a set of envi- 


ronmental asset accounts. These 
accounts would provide estimates 

of the extent of Canada’s key natural 
capital stocks and their evolution 
over time in physical and, to the 
extent possible, monetary terms. 
Monetary estimates, even if some- 
times imprecise, are essential to pro- 
viding a full assessment of national 
wealth and savings. 


While measuring the extent of 
Canada’s natural capital is necessary 
to assess sustainability, it is not suffi- 
cient. Information is also needed 
about how these stocks change over 
time and what forces are driving the 
changes. A set of material and energy 
flow accounts would address these 
questions. By recording the extraction 
of resources from the environment, 
and the disposal of pollutants back 
into the environment, these accounts 
would reveal the forces behind changes 
in natural capital stocks. Their frame- 
work would be rich in detail, offering 
the possibility to study material and 
energy flows for each industry in the 
economy, and for households and 
governments. This same framework is 
found at the core of many economic 
models, meaning that researchers 
would be able to integrate environ- 
mental data into their work as never 
before. This would allow, for example, 
estimation of productivity measures 
including natural capital. 


The final focus of the environmental 
accounts would be activities aimed 

at the protection of the environment. 
Governments, businesses, and house- 
holds all undertake activities with the 
intent of reducing or reversing envi- 
ronmental damage. To the extent that 
they involve market expenditures, 


these activities are already measured 
implicitly in the existing National 
Accounts. Making them explicit would 
reveal information useful in addressing 
a number of issues. It would help 
assess the relative burden that environ- 
mental regulations place on businesses. 
It would allow measurement of the 
responsiveness of the growing 
Canadian environmental industry 

to the opportunity presented by 

the demand for environmentally 
friendly products. 


It is worth noting that there would 
be no change in the core measure of 
GDP in the development of such a set 
of environmental accounts. The GDP 
as it stands is a proven, widely used 
measure of market income. Changing 
it to correct for environmental costs 
would require questionable imputa- 
tions and would not shed much light 
on environmental issues. Rather, our 
view is that the focus should be on a 
measure of wealth adjusted to include 
natural assets. Regular production of 
such a measure would help refocus 
attention on the factors that support 
income generation in the long term. 


The implementation of a full program 
of environmental accounting would 
take substantial commitment and 
resources. Should Statistics Canada 
give priority to this direction? 


Household Production 


Production is an activity or process, 
organized and managed by some 
economic unit, in which inputs are 
transformed into useful outputs. 
Traditionally, the National Accounts 
have focused on those kinds of pro- 
ductive activities that are capable of 
being organized within the market 
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economy. It must be possible for 
some or all of the inputs and outputs 
to be traded. 


However, production also occurs 
within the household, although the 
resulting output may or may not be 
channelled through the market. When 
members of a household own and 
operate an unincorporated market 
enterprise, such as a farm or retail 
shop, a significant portion of the 
household’s production may flow into 
the market. At the same time, house- 
holds may also engage in “own 
account” production, that is, produc- 
tion for use by the household itself. 
Households may produce consump- 
tion goods, such as vegetables, bread 
and cakes, preserved food, cooked 
meals or clothing. They also produce 
a range of services for their own con- 
sumption, for example, the cleaning 
and maintenance of household equip- 
ment and the dwelling, the care and 
education of children, or care of the 
sick or infirm. 


The goods and services produced 

for own consumption within house- 
holds can make a major contribution 
to the well-being of Canadians. How- 
ever, this part of national production 
is not recognized in the traditional, 
market-based National Accounts. 
Due to the difficulties involved in 
assigning a value, the National 
Accounts exclude, by convention, 
the production of virtually all house- 
hold services for own use. Statistics 
Canada has conducted special studies 
of household sector production, 


which aim to assign an imputed value: . 


to these products and services (see, 
for example, Statistics Canada, 1995). 


Should such studies be conducted 
more frequently and their results be 
incorporated in the regular annual 
flow of satellite account products? 


Trade in Services and Foreign Direct 
Investment 


Globalization has led to other 
demands for improvements in exist- 
ing components of the economic 
accounts. Two of the most important 


expenditures on research and develop- 
ment (R&D). They may also involve 
expenditures on engineering, patents, 
and training needed to make good use 
of new equipment. 


In the public sector, educational 
expenditures include an investment 
component that will yield benefits to a 
country for years into the future after 
the expenditures have been made. 


The emergence of certain developing countries as major players 


in global production, such as India and China, is leading to calls 


for more detail and improved quality in the measures of trade in 


services and foreign direct investment. 


are international trade in services and 
foreign direct investment. The emer- 
gence of certain developing countries 
as major players in global production, 
such as India and China, is leading to 
calls for more detail and improved 
quality in the measures of these 
accounts, including more bilateral 
statistics. Statistics on trade in services, 
and on foreign direct investment 
inflows and outflows, are increasingly 
important in understanding how 
global production is being reorganized 
and what this means for national eco- 
nomic policies. What priority should 
the National Accounts devote to this 
domain? 


Knowledge Capital 


Knowledge investments create assets 
that are considerably less tangible 
than, say, machinery or plants. Such 
assets include acquired knowledge 
that will enhance the efficiency of the 
production process. At the base, are 


While the SNA framework (UN et al., 
1993) recognizes that R&D expendi- 
tures provide future benefits, and 
therefore constitute a type of invest- 
ment, it raises several issues that need 
to be resolved before implementing a 
regime that treats R&D expenditures as 
investment rather than as intermediate 
inputs. The first is the establishment 
of clearly definable criteria outlining 
what expenditures should be classed 
as R&D; the second is the specification 
of assets to be included according to 
these criteria; the third is to provide 
R&D valuations that are economically 
meaningful; and the fourth is the 
determination of the rate of deprecia- 
tion to be applied to R&D investments. 


How much effort should Statistics 
Canada invest in developing broader 
measures of investment expenditure 
that involve the acquisition of not just 
tangible, but also intangible assets of 
this kind? 
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Government Output 


In most countries, including Canada, 
the output of the government sector is 
measured by the value of the inputs 
used by government. By extension, 
the volume of output has been meas- 
ured by the volume of inputs. With 
output growth thereby defined as 
proportional to input growth, produc- 
tivity growth in the government sector 
is implicitly assumed to be zero. 


Since government productivity proba- 
bly does, in fact, grow, the growth rate 
of government output is being under- 
stated, and hence, so is the overall 
growth rate of GDP. Countries with 
relatively large public sectors, such as 
Canada, will on this account tend to 
have lower relative growth rates, other 
things being equal, than countries 
with smaller public sectors, such as 
the United States. A few countries, 
notably Australia and the United 
Kingdom, have adopted an approach 
where government output is not 
assumed proportional to inputs used 
in government production. In these 
cases, the growth rate will tend to 
appear higher than in countries 
which assume there is no produc- 
tivity growth in the government 
sector. International comparisons 

are thus distorted. 


Should Canada, like some other coun- 
tries, invest more effort in measuring 
the real output and productivity of 
the government sector despite the 
great difficulties and arbitrary elements 
involved in doing so? Changes in this 
direction offer potential improvements 
in the sense that government output 
would no longer be assumed to equal 


measured inputs, but there should be 
no underestimating the daunting chal- 
lenges involved in such an endeavour. 


Productivity Measurement 


Productivity, a key indicator of techno- 
logical and organizational efficiency, 
can be measured in different ways. 
Labour productivity measures output 
per hour worked; multifactor produc- 
tivity, a broader indicator, measures 
the productive efficiency of labour, 
capital, and other inputs in combi- 
nation. Productivity estimates are 
important because, over time, the 
productivity growth rate influences 
how fast real incomes can rise. 


There have long been concerns about 
possible underestimation of productiv- 
ity growth rates in the business and 
personal services sectors of the econ- 
omy. Commentators have wondered 
why productivity in services has not 
grown nearly as rapidly as productivity 
in manufacturing, particularly in light 
of anecdotal indications of dramatic 
innovations in several types of services. 


Allocating additional resources to 
address measurement problems with 
regard to the value of services sector 
output and price indexes for that 
output, with a view toward improv- 
ing measures of productivity change, 
is seen as very important for Statistics 
Canada. Is this assignment of 
priorities correct? 


Strengthening Time Series Continuity 


One particular strength of Canada’s 
National Accounts is their emphasis 
on continuous time series. Lengthy 
time series provide valuable context 
for the interpretation of current eco- 


nomic events, and are put to good use 
by economic model builders and fore- 
casters. Canada’s annual income and 
expenditure accounts begin in 1926, 
and the quarterly accounts in 1947. 


However, developments in recent 
years, such as the adoption of the 
North American Industrial Classifi- 
cation System (NAICS) and the switch 
to SNA-93 (including the chain Fisher 
price and volume index formula), 
have broken the continuity of some 
National Accounts time series. A rea- 
sonably complete record exists from 
1961 to date both annually and quar- 
terly. Resources could be allocated to 
derive consistent time series further 
back for major aggregates and/or 
provide methodologies to link current 
time series to historical ones depend- 
ing on the purpose. 


Other Changes in Assets Accounts 


While the Canadian National Accounts 
already provide a complete set of 
accounts in terms of all transactions 
in the economy that relate to produc- 
tive activity, transfers, and the accu- 
mulation of wealth, a substantial part 
of the change in net national worth 

is not due to transactions as such. 
This includes revaluations of assets 
and liabilities due to changes in their 
prices, or changes in the volume 

of assets due to discoveries of new 
resources, or the destruction of 

assets due to catastrophic events. 

The international standard for 
national accounting, SNA-93, includes 
another changes in assets account, 
but Canada’s National Accounts sys- 
tem does not presently include this 
account. Statistics Canada is consid- 
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ering the development of such an 
account, to complete the system and 
thereby shed valuable new light on 
the role of windfall gains and losses 
within the economy. For example, 
recent changes in the value of the 
Canadian dollar have implied sig- 
nificant capital gains and losses 


defined benefit and defined contribu- 
tion plans), individual saving plans, 
social security and so on — to derive 

a comprehensive measure of the 
stock of wealth available specifically 
for retirement purposes. Second, 
inflows and outflows (contributions, 
investment income, transfers, and 


There is increasing need for greater detail, including distributional 


information, in the financial flow and national balance 


sheet accounts, and the financial account of the balance of 


international payments. 


in different parts of the economy. 
What priority should be attached 
to this undertaking? 


Pension Satellite Account 


The saving rate is a key economic 
indicator, and the long-term decline 
in this measure has two key driving 
factors: asset revaluation and an aging 
population. However, some flows 
related to changes in the saving rate 
are not as explicit as they could be 
in the National Accounts. Combined 
with the need to improve under- 
standing of household behaviour are 
emerging demands to assess the sus- 
tainability of retirement saving and 
related programs. 


To address these questions, Statistics 
Canada has been considering the 
possible development of a pension 
satellite account. Such an account 
would supplement and expand exist- 
ing information on pensions. First, a 
time series would be constructed for 
pension assets by type — various types 
of funded and unfunded employer- 
sponsored pension plans (covering 


withdrawals) would be articulated as 
a means to help explain the National 
Accounts saving rate estimates. Third, 
gains and losses in pension wealth 
would be estimated to supplement 
the saving estimates. These stocks 
and flows would be integrated into 

a coherent framework capable of 
shedding light on pension wealth 
accumulation as well as dis-saving. 
Should this be a key priority for the 
years immediately ahead? 


Financial Statistics for the Global 
Economy 


Financial markets have become 
increasingly open and global in nature, 
which means financial shocks, such as 
those that resulted from the Asian crisis 
in the 1990s or the Enron scandal 
more recently, can travel rapidly across 
countries. The transmission mecha- 
nisms have become more complex. 
Moreover, the delineation between the 
financial and non-financial sectors of 
the economy is becoming less well 
defined as multinational firms, in 
particular, increasingly have large 
in-house financial operations. 


Efficient financial markets in which 
players can operate with confidence 
are important for all sectors of the 
economy. In this respect, monetary 
authorities increasingly want to con- 
duct more detailed studies of specific 
aspects of financial markets and how 
they affect the real side of the macro 
economy. (See, for example, O’Reilly 
and Haymes, 2004.) They are perhaps 
more keenly aware than ever of the 
cascading consequences that can 
reverberate through the world econ- 
omy when shocks occur in a particular 
sector or region. 


The international community is 
working to develop macro-economic 
financial stability indicators, and the 
National Accounts framework provides 
a natural foundation for this develop- 
ment. In this regard, there is increas- 
ing need for greater detail, including 
distributional information, in the 
financial flow and national balance 
sheet accounts, and the financial 
account of the balance of international 
payments. These accounts presently 
provide relatively little detailed infor- 
mation about the liquidity, profits, 
and debt structures of individual 
industries within the non-financial 
corporate sector. Should this be a 
priority area for National Accounts 
expansion in the next few years? 


Sub-Annual Provincial and Territorial 
Accounts 


Canada’s National Accounts already 
include what is probably the most 
detailed and complete sub-system of 
regional accounts available anywhere 
in the world. However, these regional 
accounts are strictly annual. From 
time to time, Statistics Canada hears 
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proposals to augment them with 
corresponding sub-annual estimates. 
More timely (e.g., quarterly) provincial 
and territorial statistics would be use- 
ful to the provincial and territorial 
economies in the same way that quar- 
terly National Accounts statistics are 
invaluable to the national economy. 


Technological and organizational 
innovations in recent years have 
made it increasingly feasible to exploit 
detailed administrative data sources 
for National Accounts estimation pur- 
poses. Data flows associated with the 
Goods and Services Tax and personal 
income tax payroll remittance system 
are particularly relevant with respect 
to the regional dimension. It is possi- 
ble the future will see a gradual move 
in the direction of sub-annual provin- 
cial and territorial accounts statistics. 


Canada’s National Accounts have a 
long history. They have grown and 
changed over many decades, and their 
evolution continues in the present 
millennium. Where are they headed 
in the coming years? This brief paper 
has outlined some, but by no means 
all of the likely directions. 
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he 1990s was the decade of 

longitudinal surveys in Canada. 

During that period, when con- 
templating a new survey, one almost 
required a justification not to make it 
longitudinal. The focus was squarely 
on the benefits that could be derived 
from the increased analytical power 
of a longitudinal survey. Early in that 
decade, Statistics Canada started work 
on three major longitudinal surveys, 
funded by Data Gaps I and policy 
departments. The surveys were 
developed with policy needs in mind. 


At about the same time, computer- 
assisted interviewing came on the 
scene. The computer could guide 

the interview efficiently through com- 
plex sequences of questions, thereby 
allowing far more in-depth probing 
of important phenomena than was 
possible in the past. Simultaneously, 
the demand for empirical analyses to 
support policy development was on 
the rise. Interest in issues that only 
longitudinal surveys could address, 
such as job creation in firms, the 
extent and correlates of persistent 
poverty, and the determinants of vari- 
ous types of disease, resulted in rising 
demand for these surveys. Canadian 
researchers, familiar with advance- 
ments to research made possible with 
longitudinal data from other nations, 
were also a driving force behind the 
development of longitudinal surveys 
in Canada. 


Over the decade, several other longitu- 
dinal household surveys were initiated. 
Added to these were a pioneering 
longitudinal establishment survey 

and initiatives to create longitudinal 
data sets from administrative data. 

(An outline of longitudinal surveys by 
Statistics Canada appears at the end 


of this article.) The investment in 
longitudinal surveys is large relative 
to cross-sectional surveys, and after 
a decade or more of investment it is, 
perhaps, time to reflect on what we 
have learned about their benefits 
and shortcomings. 


Or is it? It takes time to realize the 
potential value of these surveys. There 
are at least two reasons for this. First, 
researchers must be willing to make 
the relatively large initial investment 
needed to become familiar with these 
complex surveys. For this reason, it 
takes time to develop a critical mass 
of users of a complex survey, particu- 
larly in a smaller country, such as 
Canada, with a limited research capac- 
ity. Second, the number of issues that 
can be addressed with longitudinal 
data increases as the length of the 
panel increases. 


Still, it is over a decade since the 
launch of the first three of Statistics 
Canada’s major longitudinal surveys. 
We are therefore interested in review- 
ing this experience. 


What Are Longitudinal 
Surveys All About? 


Many policy departments and acade- 
mic researchers strongly support and 
are, indeed, the drivers, of this new 
generation of surveys. Why? For one 
thing, these surveys provide a more 
robust foundation for the analysis of 
the determinants of various outcomes 
than their cross-sectional or “snap- 
shot” cousins. Only by tracking the 
same person or firm through time can 
one determine the prevalence and 
characteristics of important outcomes 
(e.g., persistent poverty, job creation 
in firms, the onset of disease), and the 
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factors associated with such outcomes 
(e.g., divorce or job loss in a family, 
the innovation practices of the firm, 
and health-related behaviours, such 
as smoking and obesity). Traditional 
cross-sectional surveys are incapable 
of addressing such issues. They do 
not follow the same firm or person 
through time and, hence, cannot 
associate change in the behaviour or 
characteristics with specific outcomes. 
Longitudinal surveys offer the poten- 
tial for rich analyses of phenomena 
important to policy. 


Substantive Insights 


Given the unique analytical strengths 
of longitudinal surveys, a review of 
the substantive insights generated by 
this analytical power is an obvious 
starting point. 


For example, through longitudinal 
surveys we now know that it is not 
only job loss that triggers a descent 
into poverty, but that family forma- 
tion and dissolution play a major role 
in the movement into and out of low 
income. We also now know that the 
majority of low-income spells are 
short-term and transient in nature — 
an observation that directed the focus 
of policy analysts to the persistently 
poor. Moreover, the longitudinal sur- 
veys informed us that these people 
are concentrated in five groups, again 
focusing the attention of policy ana- 
lysts. Together these groups account 
for only one quarter of the population, 
but almost two thirds of persistent 
low income. Such insights have 
changed the way policy analysts 
think about poverty. 


Longitudinal data have also taught us 
that the intergenerational transmission 
of poverty, while important, may 


not be as high as we once thought. 
Children from poorer families are 
more likely to be poor as adults than 
those from richer families, but this out- 
come is anything but certain. Further- 
more, the likelihood of moving from 
poverty as a child to higher income 
levels as an adult is greater in Canada 


role of “creative destruction” — the 
death of less productive firms, to be 
replaced by the more productive — in 

a country’s productivity growth is now 
much better understood due to longi- 
tudinal studies. A nation’s productivity 
growth is not only driven by existing 
firms “working smarter.” A substantial 


Key to any review of longitudinal surveys is an exploration of the 
significant insights generated in a wide range of areas including 
health, workplace practices, low income and social assistance, firm 


dynamics, and child development. 


than in the United States or the 
United Kingdom. In this regard, 

we more closely resemble the Scandi- 
navian countries. Canada seems to 
have developed a set of institutions 
and practices (e.g., the education 
system, labour market institutions 
affecting income inequality, early 
childhood development practices) 
that are conducive to greater equality 
of opportunity. 


Knowledge such as this is important 
to advance “evidence-based” policy 
designed to combat persistent low- 
income, and ensure that children in 
low-income families continue to have 
an equal opportunity to lead produc- 
tive lives. Institutions change, and the 
more longitudinal data teach us about 
poverty determinants and transmis- 
sion, the better we are, as a nation, 

in promoting the outcomes we desire. 


Insights are, of course, not restricted to 
poverty dynamics. In firm dynamics, 
people have asked why some firms 
grow faster than others. The important 
role of product and process innovation 
has been highlighted through the use 
of longitudinal surveys. Similarly, the 


share of the growth can be ascribed 
to creative destruction — an important 
insight for analysts concerned with 
the sources of economic growth. 


Tracking health outcomes of Canadians 
has led to significant results as well. A 
recent study focused on the tendency 
of immigrants to be in better health 
than Canadians when they arrive in 
Canada. Tracking the health of immi- 
grants and Canadian-born individuals 
from 1994 to 2003, the study found 
that this “healthy immigrant effect” 
tends to diminish, as their health sta- 
tus converges with that of the general 
population. This more rapid deteriora- 
tion in health was particularly strong 
among non-European immigrants, 

as they were twice as likely to report 
some deterioration in their health as 
Canadians. An increase in their body 
mass index (weight gain) was associ- 
ated with this deterioration in health, 
which led to more visits to doctors. 


Key to any review of longitudinal 
surveys is an exploration of the sig- 
nificant insights generated in a wide 
range of areas including health, work- 
place practices, low income and social 
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assistance dynamics, firm dynamics, 
and child development. Are we satis- 
fied with the knowledge benefits gen- 
erated, and are we well positioned 

to support future research? As data 
sources improve and accommodate 
the testing and development of new 
theories, researchers examine social 
and economic phenomena in a more 
complex manner. For example, both 
the causes and consequences of 
poverty are multi-faceted, involving 
health outcomes, labour market 
events, family formation and dissolu- 
tion, access to education and training, 
early childhood development issues, 
and the design of the social transfer 
system. With the advancement of lon- 
gitudinal data sources, researchers now 
contemplate empirically testing new 
and complex hypotheses regarding the 
causes and consequences of poverty. 
Are the longitudinal surveys as they 
are currently structured up to the task, 
or are changes required? This focus on 
poverty issues is demonstrative only. 
The discussion regarding knowledge 
gained, and our readiness for future 
advancements, applies to all domains 
touched by longitudinal surveys. 


Integration of the Insights 
into the Policy Community 


Funders of longitudinal surveys seek a 
balance between their use to support 
policy development and their role in 
more fundamental academic research. 
These interests are not inherently in 
conflict. The issue is often one of the 
integration of academic research into 
the policy community, and knowledge 
of policy concerns among the acade- 
mic researchers. There are many efforts 
underway to close the circle between 
academic researchers, policy analysts, 
and survey statisticians. Are they 


working? Or does this issue remain 
unresolved to the point where it 
affects the value of the longitudinal 
surveys in the eyes of the funders? 


Research Capacity 


If important and relevant insights are 
to be generated through longitudinal 
data, it will be by skilled researchers. If 
insufficient research capacity is brought 
to bear on longitudinal surveys, a 
shortfall of relevant findings will 
result. This issue is of importance in 
Canada for at least three reasons. First, 


available to exploit the longitudinal 
data, and are fair game in any “stock- 
taking” discussion. 


Complexity 

Without a doubt, longitudinal surveys 
are complex. Their very analytical 
power is a handicap to ease of use. 
In-depth data on durations and flows 
(of unemployment spells, low income 
spells, etc.) are not user friendly. Are 
we decreasing the utility of longitu- 
dinal data by designing surveys that 
are so complex that their use may be 


If important and relevant insights are to be generated through 


longitudinal data, it will be by skilled researchers. If insufficient 


research capacity is brought to bear on longitudinal surveys, a 


shortfall of relevant findings will result. 


we are a small country with relatively 
few empirical researchers in most 
disciplines compared, for example, 

to the United States. These Canadian 
researchers have more or less the 
same data infrastructure at their dis- 
posal as their US counterparts and, 
hence, intensity of use for any partic- 
ular data source will be less. Second, 
the analytical techniques used to 
address many issues are, along with 
increases in the complexity of the 
data, becoming themselves more 
complex. This can limit the segment 
of the research community that 
chooses to embark on the use of the 
surveys unless education and training 
are implemented to match the rise in 
methodological complexity. Third, the 
data are complex and require a consid- 
erable up-front investment for use. 
Not all qualified researchers are willing 
to make such an investment. These 
factors all affect the research capacity 


restricted to a relatively few specialists? 
There is a trade-off between richness 
of content and ease of use. Have we 
got the trade-off right? 


Sample design is an important aspect 
of this question. Some surveys are 
multi-level, including information 
on the workers and their firms, or 
on the children, families, and 
schools. These greatly enrich ana- 
lytical potential, while increasing 
complexity for researchers. 


There is also a link between complexity 
and timeliness. Timeliness issues for 
longitudinal surveys are of a different 
character from those associated with 
snapshot surveys. Snapshot surveys are 
generally designed to provide current 
economic or social “intelligence.” The 
longer it takes to release the data, the 
less useful they are, because they no 
longer reflect the current reality. In 

the case of longitudinal surveys, the 
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objective is not generally one of moni- 
toring current conditions, but of 
understanding underlying relation- 
ships. The latest wiggle in the line is 
not the primary concern. Nonetheless, 
delays in finalizing and releasing the 
data lead to delays in the research 
process, particularly in the early years 
of a longitudinal data set when rela- 
tively few years of data are available. 
The complexity of the file (the num- 
ber of derived variables, the edit and 
imputation process, the number of 
weights, and so on) adds to the time 
required to finalize a data set. 


Another design complexity relates to 
the simultaneous production of cross- 
sectional and longitudinal estimates, 
something implemented in a number 
of surveys, in part to mitigate costs. 
This approach is obviously an efficient 
use of resources if it can be done with- 
out undue negative consequences for 
the timeliness, quality, and relevance 
of both the cross-sectional and longi- 
tudinal data. 


Panel Length and Quality 


A perfect longitudinal survey would 
follow the same people (or establish- 
ments), if not indefinitely, at least for a 
very long time. But these are voluntary 
surveys and, unfortunately, sample 
attrition is not completely random. So 
longitudinal surveys limit the length 
of time each panel stays in the survey. 


The subject matter of a longitudinal 
survey may inherently force a design 
that follows the same people for a very 
long time (e.g., the National Longitu- 
dinal Survey of Children and Youth). 
Other surveys may be able to make 

do with shorter observation periods. 
Panel length and quality are linked 


in two conflicting ways. First, if the 
observation period is too short, it 
impairs what the survey can tell us 
about the association between poten- 
tial determinants and outcomes, or 
key transitions. For example, in 
economic longitudinal surveys, the 
position in the business cycle poten- 
tially influences outcomes. Hence, 
one requires data over at least one full 
cycle, typically a decade, to determine 
if outcomes are not simply the result 
of the position in the economic cycle 
(recession or expansion). Data over 
two business cycles are even better. 


One of the longest running longitudi- 
nal survey, the Panel Survey of Income 
Dynamics in the United States, is now 
capable of addressing important inter- 
generational issues thanks to the fact 
that the panel has remained in place 
for over 30 years. The transmission of 
poverty, welfare use, and marital insta- 
bility patterns from one generation to 
the next are among the potential and 
realized studies that can result from 
these data. Such considerations argue 
for longer, rather than shorter, panel 
lengths. But there is a trade-off. As 

the panel length increases, so does 
response burden, and the risks of 
sample attrition. Doubts about the 
representative nature of the data and 
the validity of the findings start to 
grow. Furthermore, attempts to trace 
respondents contribute significantly 
to survey cost increases. Given the 
trade-offs, are the current panel 
lengths appropriate? 


International Comparability 


Our knowledge of complex social and 
economic processes can be enormously 
improved though international com- 
parative studies. In the field of income 


analysis, for example, a blossoming of 
studies based on comparable, multina- 
tional, cross-sectional data assembled 
by the Luxembourg Income Study 

has contributed significantly to our 
understanding of income maintenance 
and social assistance policies. In firm 
dynamics, the availability of compa- 
rable longitudinal surveys of manufac- 
turing establishments has allowed for 
international comparative studies of 
firm growth, and job creation and 
destruction. Similar opportunities 
based on other longitudinal surveys 
could be exploited if internationally 
comparable data sources were created. 
But most longitudinal surveys have 
been developed in isolation. What 
would it take to develop international 
coherence in our longitudinal survey 
program? Should this become a strate- 
gic priority for Canada? 


Access to Data 


With cross-sectional surveys, it is 
usually possible to produce a micro- 
data file that is screened for confiden- 
tiality and can be released for public 
use without fear of disclosing the 
identity of respondents. In the case 

of longitudinal surveys, this is almost 
never true. These surveys contain such 
rich information on the characteristics 
and behaviour of respondents that the 
risk of disclosure rises exponentially 
with each successive wave of data. 
Paradoxically, the rise in information 
content needed by so many researchers 
and policy analysts has itself created 
barriers to access to this information.! 


Statistics Canada, the Social Sciences 
and Humanities Research Council 
and other organizations have 
attempted to reduce these barriers, 
and improve data access while 
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protecting confidentiality. As a result, 
a network of research data centres is 
flourishing. These centres provide 
access in controlled facilities for pre- 
defined, peer-reviewed research that 
cannot be completed without access 
to unscreened micro-data. This pro- 
gram has significantly improved the 
access by researchers to longitudinal 
data files. 


be protected and respected. Within 
this context, what can be done to 
further improve data access? 


Is This the Right Time to 
Question the Usefulness 
of Longitudinal Surveys? 


Around the world, there are quite a 
few examples of long-running longitu- 


In the challenge to increase access to micro-data, one thought 


should remain paramount: the willingness of respondents to provide 
information is highly dependent on the promise of confidentiality. 


Another mode of access, important to 
research, is indirect access. Researchers 
have access to a dummy data file. 
They write a program to extract data. 
The program is submitted to Statistics 
Canada and executed against the mas- 
ter file. It is checked for confidentiality 
and the results are returned to the 
researcher. This approach may be 
viewed negatively in some quarters, 
because slow turnaround impedes the 
research process, but it can work very 
well if turnaround is rapid. Rapid turn- 
around depends entirely on funding. 


In the challenge to increase access 

to micro-data, one thought should 
remain paramount: the willingness 

of respondents to provide information 
is highly dependent on the promise of 
confidentiality. Whatever is done, that 
assurance of confidentiality needs to 
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dinal surveys. The US Panel Study for 
Income Dynamics (PSID) is one such 
example, in existence long enough to 
be interviewing the adult children of 
the youth first drawn into the sample. 
The PSID is perhaps an illustration of 
the panel length and longevity needed 
to derive real benefits from longitudi- 
nal surveys. They do not come 
overnight. Relatively new longitudinal 
surveys are perhaps better seen as 
“sleepers,” requiring patience and 
long-term investments to yield 
dividends. 


Striving for Equilibrium 

In the 1990s, longitudinal survey 
development was at the forefront 
among statisticians, policy analysts, 
and empirical researchers alike. As 
we evaluate longitudinal surveys, we 


should guard against over-reaction, 
either in our enthusiasm for their ana- 
lytical potential (while perhaps down- 
playing practical issues), or through a 
potentially premature perception that 
they have not delivered the goods. 
The challenge is to assess more accu- 
rately what extra analytical benefit can 
realistically be derived from longitudi- 
nality, and weigh this against the costs 
and limits imposed by respondents’ 
willingness and ability to answer our 
questions year after year. 


We are perhaps now entering a 

period where a realistic assessment 

of the benefits and shortcomings of 
longitudinal surveys can be developed. 
Any such assessment should, at a 
minimum, address the questions 
posed here. 


Note 


1 See the article by C. Halliwell in this issue 
discussing this topic. 
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An Overview of Statistics Canada’s 


Longitudinal Surveys 


he following list provides a thumbnail sketch of 
major longitudinal surveys and data sets produced 
by Statistics Canada. 


National Population Health Survey 


The National Population Health Survey (NPHS) started in 
1994-1995, with funding from Data Gaps I. The Survey is 
conducted every two years and has a longitudinal sample of 
17,000 persons of all ages. The objectives are to examine: 


e the level, trend and distribution of the health status of 
the population; 


e the determinants of health; 


e the economic, social, demographic, occupational, and 
environmental correlates of health; 


e the relationship between health status and health care 
utilization; and 


e the dynamic process of health and illness. 


The NPHS was also designed to serve as a platform for sup- 
plementary content or sample, and to be linked to routinely 
collected administrative data, such as vital statistics, envi- 
ronmental measures, community variables, and health 
services utilization. 


Survey of Labour and Income Dynamics 


Also funded from Data Gaps I, the Survey of Labour and 
Income Dynamics (SLID) examines changes experienced 

by individuals over time in terms of their labour market 
activities and income. At the heart of the Survey’s objectives 
is the understanding of the economic well-being of Cana- 
dians: what economic shifts do individuals and families 

live through, and how do they vary with changes in their 
paid work, family make-up, receipt of government transfers, 
or other factors? 


As the first Canadian household survey to provide national 
data on the fluctuations in income that a typical family or 

individual experiences over time, SLID gives greater insight 
on the nature and extent of poverty in Canada. 


The SLID sample is composed of two panels. Each panel 
includes roughly 15,000 households. A panel is surveyed for 
six years. A new panel is introduced every three years. Thus 
two panels always overlap. Annual interviews are conducted 
for all household members aged 15 and over; and respon- 
dents have the option of authorizing access to tax data 
instead of completing income questions. 


National Longitudinal Survey of 
Children and Youth 


The National Longitudinal Survey of Children and Youth 
(NLSCY) is a study of Canadian children that follows their 
development and well-being from birth to early adulthood. 
The NLSCY began in 1994 and is jointly conducted by 
Statistics Canada and Social Development Canada. 


The study collects information about factors influencing a 
child’s social, emotional, and behavioural development, and 
monitors the impact of these factors on the child’s develop- 
ment over time. The survey covers a comprehensive range 
of topics including the health of children, information on 
their physical development, learning, and behaviour, as well 
as data on their social environment (family, friends, schools, 
and communities). It is complex, because there are data at 
the child, family, and school levels. 


The NLSCY looks at the non-institutionalized population 
(aged 0 to 11 at the time of their selection) in Canada’s 10 
provinces. Interviews are conducted every two years, so five 
cycles of data have now been collected. 


Workplace and Employee Survey 


The Workplace and Employee Survey (WES) is a Data 
Gaps survey to explore a broad range of issues relating to 
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employers and their employees. The Survey aims to shed 
light on the relationships among competitiveness, innova- 
tion, technology use, and human resource management 
on the employer side, and technology use, training, job 
stability, and earnings on the employee side. 


The Survey is unique in that employers and employees 
are linked at the micro-data level: employees are selected 
from within sampled workplaces. Thus, information from 
both the supply and demand sides of the labour market 
is available. 


Some 6,000 business locations are surveyed. The initial 
sample selected in 1999 is followed over time and is supple- 
mented at two-year intervals with a sample of births selected 
from units added to the Business Register since the last sur- 
vey occasion. Business locations are in the WES sample for 
six years. A sample of about 20,000 employees in these firms 
is followed for two years. 


Youth in Transition Survey 


The Youth in Transition Survey (YITS) examines major tran- 
sitions in young people’s lives. Funded by Human Resources 
and Skills Development Canada, YITS measures virtually 

all formal educational experiences and most labour market 
experiences, achievement, aspirations and expectations, and 
employment experiences. The Survey covers two cohorts: 
youth aged 15 and those 18 to 20 in 2000. Interviews are 
conducted every two years. 


The 15-year-old cohort was selected from schools. The sam- 
ple of 30,000 young people also completed the Programme 
for International Student Assessment, which offers inter- 
nationally comparable direct measures of skills in reading, 
mathematics, and science. The Assessment was conducted 
in over 30 countries. 


National Graduate Survey and Survey of Earned Doctorates 


The National Graduate Survey (NGS) and Survey of Earned 
Doctorates (SED) examine the labour market outcomes of 
post-secondary graduates two and five years after gradua- 
tion. The samples are drawn from post-secondary institu- 
tions and include an over-sample of masters’ graduates and 
a census of doctoral graduates. The NGS is a long-standing 
survey, Originally funded by Human Resources Development 
Canada. It is currently funded under Data Gaps II. 


The NGS covers graduates’ job and career satisfaction, the 
rates of under-employment and unemployment, the type 
of employment obtained related to career expectations 
and qualification requirements, and the influence of post- 
secondary education on occupational achievement. 


The NGS is conducted about every five years, the last cohort 
being the Class of 2000. 


Recently, the SED has been added to the program. It collects 
information on the plans of doctoral graduates at the point 
of graduation, including plans for further study, migration, 
and work. 


Longitudinal Administrative Dataset 


The Longitudinal Administrative Dataset (LAD) is a longitu- 
dinal file designed as a research tool on income and demo- 
graphics. It comprises a 20 percent sample of the annual 

T1 Family File and the Longitudinal Immigration Data Base. 
Variables have been harmonized where possible and individ- 
uals can be linked year to year starting with the 1982 data. 
The file is augmented annually with new data. 


The longitudinal file contains a few key annual demo- 
graphic variables about the individuals represented and 
annual income information for both the individual and 
their census family in that year. For immigrants landed 
since 1980, the file also contains certain key characteristics 
observed at landing. 


The longitudinal nature of the LAD permits custom-tailored 
research into dynamic phenomena, as well as representative 
cross-sectional patterns. Data are used to evaluate govern- 
ment programs and support policy recommendations, and 
for analyses of socio-economic conditions. 


Longitudinal Immigration Database 


The Longitudinal Immigration Database (IMDB) combines 
immigration and taxation records. It covers the immigration 
landing years since 1980 and is updated with tax informa- 
tion annually for 16 years. The IMDB offers data on the 
economic behaviour of immigrant tax filers, and is the 

only source that provides a direct link between immigration 
policy levers and the economic performance of immigrants. 
The database is managed by Statistics Canada on behalf of 

a federal-provincial consortium led by Citizenship and 
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Immigration Canada. The database covers persons who obtained their landed 
immigrant status since 1980 and filed at least one tax return after becoming a 
landed immigrant. 


The IMDB supports analysis of labour market outcomes of different categories of 
immigrants, along with immigrant characteristics, such as education and knowl- 
edge of French or English. It also supports research on the role of social assistance 
as well as secondary interprovincial and inter-urban migration. 


The Longitudinal Survey of Immigrants to Canada (LSIC) was launched in 2001 
to meet a growing need for information on recent immigrants. While integration 
may take many years, the LSIC examines the first four years of settlement, a time 
when newcomers establish economic, social, and cultural ties. 


Survey objectives are twofold: to study how new immigrants adjust to life in 
Canada over time and to provide information on the factors that facilitate or 
hinder this adjustment. 


Topics covered in the survey include language proficiency, housing, education, 
foreign credential recognition, employment, health, values and attitudes, the 
development and use of social networks, income, and perceptions of settlement 
in Canada. 


The target population for the survey consists of immigrants who have arrived 

in Canada between October 2000 and September 2001, were 15 years of age 

or older at the time of arrival, and landed from abroad as permanent residents. 
This means they must have applied for admission to Canada through a Canadian 
Mission abroad. 


All individuals who applied within Canada have been excluded from the Survey 
as these people may have been in Canada for a considerable time before being 
granted permanent resident status, and would likely demonstrate different adapta- 
tion characteristics from those recently arrived in Canada. 
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urvey data or administrative 

records data? What if you 

could have both and more? 
Social experiments provide an oppor- 
tunity to obtain extraordinarily rich 
data from a variety of sources on 
study participants. 


Since 1991, the Social Research and 
Demonstration Corporation (SRDC) 
has been promoting the use of social 
experiments — or demonstration 
projects in social policy — as a way 

of testing promising policy innova- 
tions. During that time, the SRDC 
has been involved in the random 
assignment of more than 30,000 peo- 
ple, including single parents on wel- 
fare, displaced workers, low-income 
individuals in urban areas, the long- 
term unemployed in a disadvantaged 
region and, most recently, students 
entering high school. These experi- 
ments have tested employment 
incentives, savings incentives, and 
measures to increase participation in 
post-secondary education. Although 
the projects vary in terms of the char- 
acteristics of those who take part and 
the programs being tested, they share 
a common feature — the rich data 
sets that form the basis for estimat- 
ing program impacts, performing 
sub-group analyses, and conducting 
benefit-cost analyses. 


For example, the Self-Sufficiency 
Project (SSP), the first and longest- 
lasting of the experiments conducted 
by SRDC, administered a baseline and 
three follow-up surveys that, for at 
least some study participants, covered 
a period of up to 72 months after 
enrolment. The SSP also obtained data 
from Employment Insurance, provin- 
cial income assistance, and Canada 
Revenue Agency administrative files 


that covered a period of up to three 
years prior and eight years after 
enrolment. For the members of the 
program group, the project compiled 
detailed data that monitored and 
tracked the amount and pattern of 
use of SSP’s services over the life of 
the project. Furthermore, at the mid- 
point of the study, the SSP collected 
data on some of the children of those 
who took part in the study, and the 
children’s data are linked to those of 
their parents. The SSP enrolled almost 
9,500 lone parents who had been 
receiving welfare for at least a year in 
British Columbia and New Brunswick 
between November 1992 and May 
1995. The random selection of poten- 
tially eligible participants from the 
welfare files and the high rate of vol- 
untary participation in the project 
meant the research sample was 
broadly representative of the target 
population for this study. 


The SSP and experiments like it can 
generate incredibly rich sets of linked 
micro data. This is possible, because 
of the rigorous informed consent 
process that forms an integral element 
of participant enrolment. Since these 
social experiments are conducted for 
research purposes, those who enroll 
in the study agree to participate in 
surveys, and allow members of the 
research team to obtain data from 
specified administrative records and 
link the data from all these sources 
for research purposes. 


Data on members of the control group 
in an experiment portray the experi- 
ences of a particular population of 
interest. Data on members of the pro- 
gram group portray the experiences 

of a similar population that is exposed 
to the intervention being tested. The 
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experiment typically generates four 
data sets: longitudinal survey data on 
members of both the program group 
and the control group, and longitudi- 
nal administrative data sets on each of 
the two groups. Each data set has the 
strengths and weaknesses associated 
with any data derived from longitudi- 
nal surveys and from administrative 
records. À stand-alone survey can be 
helpful in finding out about a particu- 
lar population and the issues affecting 
it. If the survey is longitudinal, multi- 


or are in preparation. The data can 
also be used in micro-simulation 
models, which attempt to estimate the 
effects of different programs on target 
populations. However, micro-simula- 
tion models are “data hungry.” They 
need extensive amounts of micro data 
to simulate behavioural responses at 
the level of the individual, and then 
to aggregate those responses across the 
target population based on the charac- 
teristics of the individuals who make 
up that population. Experimental 


However, a demonstration project also provides an opportunity 
to explore the “hows” and “whys” of the observed effects. 
Demonstrations attempt to replicate the implementation of a 


program in a real-world setting. 


ple waves of data are collected from 
the same people allowing important 
changes and transitions to be exam- 
ined over time. Administrative records 
data can provide information about 
the take-up of a program by various 
groups of clients, and about the nature 
and duration of service use. 


The unique power of an experiment 
comes from its ability to combine 
these data sets. Comparing data on 
members of the program group with 
those in the control group yields the 
causal effect of the program: it permits 
the behavioural responses to a particu- 
lar intervention to be examined, 
including how those responses play 
out over time. 


However, these data can be used for 
analysis that extends well beyond the 
estimation of program impacts. So far, 
26 research papers, all using SSP data 
to explore a wide variety of topics, 
have been written by academic authors 


results can also be used in instrumen- 
tal variables analysis. For example, 

if a program was found to increase 
employment, program group status 
could be used as an instrument to 
study the effect of employment on a 
variety of other outcomes (e.g., health 
outcomes or impacts on children). 


The principal goal of a social experi- 
ment is to determine whether a policy 
works — whether it produces effects 
on outcomes of interest. However, a 
demonstration project also provides 
an opportunity to explore the “hows” 
and “whys” of the observed effects. 
Demonstrations attempt to replicate 
the implementation of a program in 
a real-world setting. The ongoing 
interactions of the research team with 
project participants for an extended 
period of time, sometimes several 
years, presents an opportunity to 
achieve a more nuanced understand- 
ing of the experiences, circumstances, 


motivations, and diversity of the 
people whose behaviour the policy 
is designed to affect. 


Collecting qualitative data, using 
methods such as field observations, 
focus groups, and interviews allows 
researchers to gather information 
from those who are the focus of the 
intervention and from other stake- 
holders that goes beyond what can 
be obtained from quantitative data 
sources. In addition, by using an 
inductive analysis approach, these 
qualitative data provide an opportu- 
nity to explore how a policy interven- 
tion is experienced by individuals. 

By helping to reveal why and how 
people make specific choices, these 
data provide context for interpreting 
the quantitative data on outcomes. 
This integrated approach to data 
collection and analysis helps policy 
makers better understand how people 
will react to a new initiative, including 
how those responses differ across 
groups with different characteristics. 
For program practitioners, such an 
understanding is invaluable in efforts 
to adjust program theory and service 
delivery to increase the likelihood that 
the program will reach the intended 
population and be aligned with the 
real needs. 


Like all data sources, however, social 
experiments have their limitations. 
Data can only be obtained and used in 
accordance with the consent given by 
participants (although other forms of 
data collection also face constraints: 
witness the increasing restrictions on 
the use of administrative records data 
for research purposes). Asking for too 
much may deter people from partici- 
pating at all, and undermine the 
experiment. Therefore, research ambi- 
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tion may have to be tempered by this 
practical consideration. Also, the data 
are obtained only from those who 
enrolled in the experiment, and the 
research sample may not be fully rep- 
resentative of the target population. 
Selection bias can occur (due to, for 
example, unwillingness to be part of 
an experiment) when recruiting from 
a known population (e.g., the welfare 
caseloads for the SSP). 


Other projects may rely on a conven- 
ience sample. For learn$ave, an experi- 
mental evaluation of matched savings 
accounts for low-income individuals, 
study participants were recruited 
through referrals from service delivery 


agencies and by advertisements (e.g., 
flyers distributed throughout low- 
income neighbourhoods and on tran- 
sit systems). The characteristics of the 
recruited sample can be compared to 
other available data on low-income 
populations but, ultimately, it is not 
clear what population the learn$ave 
sample is representative of, if any. 


Recruitment methods will certainly 
influence the probability of certain 
individuals being enrolled, and those 
who consider the services being 
offered most attractive relative to their 
needs will be overrepresented in the 
sample. These biases may limit the 
kinds of analyses that can be done 


with the data. Finally, mounting an 
experiment may be an expensive 
proposition compared to fielding a 
survey, since the costs of implement- 
ing and operating the test program 
can be substantially more than the 
data collection costs. 


Even with their limitations, however, 
social experiments represent tremen- 
dous data-generating opportunities. 
The main limitation is that there are 
not enough experiments being con- 
ducted. That will only change if there 
is increased investment in producing 
the evidence to support evidence- 
based policy making. 


Experimental economics is fast becoming an accepted approach to innovative 


Evidence- 
Based 
Public Policy 


New Tools from 
Experimental 
Economics 


evidence-based policy, due in large part to the work of Vernon Smith and Daniel 
Kahneman, co-winners of the 2002 Nobel Prize in Economics. 


Join the PRI and CIRANO (Center for Interuniversity Research and Analysis on 
Organizations) for a 1 1/2-day conference on the policy applications of experi- 
mental research. The event is intended for policy researchers and policy makers 
interested in the potential of this power- 
ful methodology to inform policy deci- 
sions in areas as diverse as healthcare, 


Economic and behavioural 
experiments represent a promis- 
ing set of tools for testing 
human behaviour in various 
real-life settings, with application 
to a range of practical public pol- 
icy and programming problems. 
They can be used, for example, 
to test how target populations 
will respond to new tax incen- 
tives or participate in new gov- 
~ernment programs. Experiments 
offer a controlled setting, a con- 


education and training, social policy, 
industrial and regulatory policy, energy 
and the environment, and fiscal policy. 
Specifically, the conference sets out to: 


e Highlight specific examples of 
research undertaken by experimen- 
talists in a variety of policy fields. 


October 24-25, 2005 


Chateau Cartier, Aylmer, Quebec 


+ Explore, through discussion and 
interactive demonstration, why 
experimental data are different and 


Visit the PRI web site for 


valuable in a policy context. 


+ Encourage policy analysts and policy 
makers to consider experimental 


sistent methodology, are far less 
expensive than many other data 
collection efforts, and can help 


the latest program and 
registration information. 


work as a resource in policy decision avoid costly policy mistakes. 


making. 
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anada is very fortunate to have 

a wealth of socio-economic 

data, much produced by the 
national statistical agency, Statistics 
Canada. These data provide the foun- 
dations for a wide range of activities. 
Monthly and quarterly reports on key 
aspects of the economy, such as the 
unemployment, gross domestic prod- 
uct (GDP) growth, and inflation rates, 
are fundamental to macro-economic 
policy. Annual results on such diverse 
items as divorce rates, life expectancy, 
prevalence of low income, and pat- 
terns of household spending provide 
the fact base for innumerable discus- 
sions across the country, including 
both the popular media and policy 
debates, as well as family conversa- 
tions around the dinner table. Other 
data, such as earnings by occupation, 
influence individual choices like field 
of study in post-secondary education. 


Underlying all these key summary 
statistics are various data sets, such as 
the population census with detailed 
occupational data and earnings, and 
the Canadian Mortality Database with 
information on cause of death. These 
data sets enable researchers to pursue 
a wide range of more in-depth studies, 
such as, in the case of the mortality 
database, the contribution to increased 
life expectancy from the decline in 
deaths from heart disease. Yet more 
complex data sets are also available, 
especially longitudinal surveys. These 
data sets give information about 
representative samples of individuals 
or firms at a point in time and provide 
repeated observations of the same 
entities over time. Because of their 
longitudinal character, these surveys 
allow analysts to begin to understand 
the underlying dynamics of health, 
child development, and labour market 
behaviour in Canada. ! 


Notwithstanding this wealth of data, 
there are still major empirical policy 
and research questions where data 
alone are not enough to provide 
answers. There are two main reasons. 
First, many important policy questions 
require a range of information that is 
broader than that contained in any 
one data set. This is well understood 
in macro-economic policy, where 
assembling the National Accounts and 
its summary measure, GDP, requires 
the synthesis of literally hundreds of 
diverse data sets. Second, policy delib- 
erations typically include “what do 
we expect” and “what if” kinds of 
questions. Again in macro-economics, 
these questions are answered by large- 
scale econometric simulation models, 
closely tied to the underlying concep- 
tual framework and data of the 
National Accounts. 


While these ideas of data synthesis 
and conceptually linked simulation 
models are well established in macro- 
economic policy, they are still very 
novel in the broader domains of 
health and socio-economic policy. 
Several examples illustrate that data 
synthesis and simulation models need 
to be more broadly applied, and show 
their feasibility. 


Before discussing these examples, 

it is reasonable to ask: If these are 

such good ideas, and they have been 
well accepted in macro-economic pol- 
icy for almost half a century, why have 
they not yet been widely accepted in 
other areas, such as health and socio- 
economic policy? The main answer is 
computers. The key methodological 
ideas were formulated decades ago. 
However, it is only with the advent 

of modern high speed computing that 
the large scale, highly multivariate sur- 
veys and other data sets that provide 
the feed stocks for sophisticated data 
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synthesis have been possible. Ditto for 
the needed, but more complex, kinds 
of statistical analysis of the data; and 
ditto for modern micro (as opposed 

to macro) simulation models. 


The first example, Statistics Canada’s 
Social Policy Simulation Database 
and Model (SPSD/M) is about 20 years 
old. (Related models date back to 
the Carter Royal Commission on tax 
reform in the 1960s in Canada, and 
similar models to the SPSD/M were 
in use more than 30 years ago in 
the United States.) The SPSD is an 
example of data synthesis, while 

the SPSM allows users to pose and 
carefully answer “what if” policy- 
oriented questions. 


The genesis of the SPSD/M was tied in 
part to the McDonald Royal Commis- 
sion, where one key recommendation 
was a guaranteed annual income. The 
serious consideration of a guaranteed 
annual income also goes back to the 
mid-1970s with the Lalonde Orange 
Paper on social security reform. This 
type of policy proposal is very wide 
ranging, touching many existing 
government programs as well as the 
income tax system. Therefore, to ana- 
lyze what would happen if Canada 
were to adopt such a proposal, it 

was necessary to have a database 

that included all the main elements, 
determining both how status quo 
programs functioned and how the 
new program would determine eligi- 
bility and benefit levels. In addition 
to family composition, this included 
data on incomes from various sources, 
weekly earnings in the terms used by 
the unemployment insurance system, 
and deductions needed to compute 
income tax liabilities. 


Unfortunately, no single database 
contained all the needed information. 
The data did exist, but spread among 


a number of different data sets. As a 
result, the Social Policy Simulation 
Database (SPSD) was created through 
an exercise in data synthesis — similar 
in spirit to what was well accepted in 


platforms of major political parties, 
the general results of which are then 
published in daily newspapers. The 
SPSD/M is available free of charge to 
university-based researchers. It is also 


In the case of the the LifePaths model, we need to weave 
together demographic and labour market transition dynamics, 
as well as disability dynamics, time use patterns, and 


private savings arrangements. 


the National Accounts, but radically 
different and more challenging in 
that the data had to be coherent at 
the level of individuals, families, and 
households, not just for broad sectors 
of the economy. 


A similar challenge arose a few years 
later with the discussions in the late 
1980s leading up to the Goods and 
Services Tax (GST). One element 

was a refundable GST credit in the 
income tax system designed to offset 
the otherwise regressive impact of the 
GST itself. However, determining the 
joint distributional impact on house- 
holds at different income levels of a 
commodity tax change on the spend- 
ing side of the ledger and a refundable 
tax credit on the income tax side 
requires individual and household 
level data on both spending patterns 
and incomes. The SPSD is unique in 
Canada in providing a synthesis of 
data sets designed precisely to enable 
such analysis. Moreover, the SPSM is 
intimately tied to the architecture of 
the SPSD to allow analysts — with their 
own PCs — to try any number of policy 
scenarios and assess both their fiscal 
and distributional impacts. 


More recently, journalists occasionally 
contract with Statistics Canada to 

run simulations using the SPSD/M 

of the key elements in the campaign 


available for sale, and is used by a 
number of federal and provincial 
government departments, as well 
as by policy think-tanks. 


The second example is Statistics 
Canada’s LifePaths model. This 

model was born with the 1983 Special 
Parliamentary Committee on Pension 
Reform, where the hot policy issue was 
homemakers’ pensions. Like guaranteed 
annual incomes and the GST, this was 
a large policy question in both political 
and fiscal terms, as well as analytically 
challenging. The homemaker pension 
proposal depended on three quite 
different kinds of socio-economic 
characteristics: marital status, earnings 
of both spouses, and fertility. More- 
over, this was inherently dynamic 

or longitudinal. The issue was what 
impact marital and fertility status, 
combined with earnings patterns at 
ages from 20 to 40 would have on 
pension entitlements after age 65. 
Such longitudinal data did not exist. 
Moreover, even if we had such longi- 
tudinal surveys in the past, the ques- 
tion was about the costs and benefits 
in the future. 


The only way to meet these analytical 
challenges was a combination of 

data synthesis and micro-simulation 
modelling. In this case, though, the 
data synthesis was much trickier as it 
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had to involve statistical representa- 
tions of dynamics. What were the 
probabilities of getting married at dif- 
ferent ages? How did these probabili- 
ties depend on education and labour 
market experience? What about the 
reciprocal influences of fertility on 
marriage, and marriage on fertility? 


As one example of the benefits of this 
richer approach, several years ago, 
LifePaths was used to examine ques- 
tions of generational equity. During 
the 1990s, concerns about national 
government deficits were broadened 
to consider the accumulated debt as 
well. In particular, some US analysts 
developed a methodology called gen- 
erational accounting, with which they 
argued that the accumulated debt was 
an unfair burden on future genera- 
tions. However, the underlying meth- 
ods were quite simplistic, for example 
using only an average person or repre- 
sentative agent for each generation, 
leaving out important history, such as 
the experiences of those birth cohorts 
who lived through the Great Depres- 
sion of the 1930s, and positing con- 
stant growth rates indefinitely into the 
future. LifePaths, in contrast, generates 
realistic birth cohorts that reflect actual 
historical and projected patterns, and 
incorporate the heterogeneities of 
varying marriage and fertility behav- 
iours over the life course. These realistic 
birth cohorts experience different 
labour market earnings, with conse- 
quential impacts on personal income 
tax liabilities and transfer payments, 
such as old age pensions and Canada 
and Quebec Pension Plan benefits. 


When the generational accounting 
exercise was repeated within the 
richer and more accurately representa- 
tive context of LifePaths’ overlapping 
birth cohorts, the story that emerged 
was very different. Breaking out the 


representative agent to reflect realistic 
variations in earnings levels among 
men and women of successive birth 
cohorts, both at given ages and over 
the life course, showed that there was 
far more redistribution within each 
generation via Canada’s tax and trans- 
fer system than between generations. 
LifePaths’ analysis therefore highlights 
the limitations of the conventional 
academic economic analysis of gen- 
erational accounting. It also illustrates 
the tremendous potential for analysis 
of a range of important policy ques- 
tions including not just the fiscal 
sustainability of Canada’s public pen- 
sion system in the face of population 
aging, but also income adequacy 

for future elderly. 


More recently, the LifePaths model 
has been central to work on the Policy 
Research Initiative project on Popula- 
tion Aging and Life-Course Flexibility. 
One of the project’s central policy 
questions is the extent to which the 
aging baby boom and its impending 
retirement from the paid labour force 
will result in labour shortages and/or 
excessive fiscal strains. In this case, 
we need to weave together the kinds 
of demographic and labour market 
transition dynamics that were central 
to the homemaker pension proposal, 
as well as disability dynamics, time 
use patterns, and private savings 
arrangements. Again, data in these 
many areas exist, sometimes in longi- 
tudinal data sets, which are critical 
for generating statistical descriptions 
of transition dynamics. However, they 
do not all exist in any one data set. 
So the first task is one of data synthe- 
sis — observing and distilling a system- 
atic network of nuggets of empirical 
regularity from different surveys, and 
then building a computer simulation 
framework that takes these statistical 


descriptions of how people’s charac- 
teristics evolve over time, and uses 
them to generate realistic but synthetic 
biographies for large samples of hypo- 
thetical individuals. 


In turn, key aspects of behaviour, 
such as patterns of retirement and 
women’s patterns of labour force 
participation, can then be varied to 
explore the impacts over coming 
decades of the size of Canada’s paid 
labour force relative to its population 
of retirees. Based on these kinds of 
scenarios, further questions can focus 
on possible changes in public policies, 
such as regulations influencing the 
incentive structure of private pension 
plans, or supports for parental leave 
and child care. 


A third example is in the health 
domain. Statistics Canada has devel- 
oped a sister model to LifePaths called 
POHEM for POpulation HEalth Model. 
Methodologically, the issues are very 
similar. There are many areas where 
we need to know how changes in a 
behaviour affect subsequent health 
status. The main difference between 
LifePaths and POHEM is that POHEM 
focuses on the dynamics of risk factors 
like smoking and obesity, cancers and 
heart disease, and health status attrib- 
utes like mobility and pain, although 
it builds on LifePaths by also incorpo- 
rating detailed transition dynamics 
information on fertility, nuptiality, 
education, and labour market behav- 
iour (though not details of govern- 
ment tax and transfer programs). 


One recent application of POHEM 
was a project with Health Canada to 
assess the potential impact of screen- 
ing for colorectal cancer. A number 
of randomized, controlled trials were 
available from the published research 
literature on the efficacy of one or 
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other kind of screening (e.g., fecal 
occult blood and sigmoidoscopy), 

but these were based on relatively 
non-representative populations. 

With POHEM, it was possible to weave 
these study results, especially their 
false-positive and false-negative detec- 
tion rates, together with detailed can- 
cer incidence data from the cancer 
registry maintained by Statistics 
Canada, and a comprehensive cost 
model for colorectal cancer, to esti- 
mate for the Canadian population the 
costs and benefits of various scenarios 
for the periodicity (e.g., biennial), 
applicable age ranges (e.g., SO to 69), 
and participation rates. The results of 
the POHEM simulations were then 
used by a panel of expert clinicians 
assembled by Health Canada to agree 
on and publish consensus guidelines 
for colorectal cancer screening. 


Another current application of 
POHEM, in partnership with the new 
Public Health Agency of Canada, is to 
assess and project interactions among 
“healthy living” behaviours like 
physical activity, proximal effects like 
obesity, and further effects like diabetes 
and heart disease. The goal in this case 
is to create an analytical framework 
within which the prospective impact 
on Canadians’ health of various inter- 
ventions with regard to, for example, 
exercise or diet, can be projected. 


One recent application of POHEM 
dealt with the difficult clinical question 
of the appropriateness of prescribing 

a drug with known benefits, but also 
known harms. The most recent high 
profile example of this issue is 

Cox-2 inhibitors which have benefits 
for musculo-skeletal pain, but also 
risks for cardiovascular disease. A few 
years ago, a similar example was 


Tamoxifen, used in a new way as a 
primary preventive for breast cancer 
in otherwise healthy women, but who 
were judged to be at elevated risk, for 
example, because a sister or mother 
had breast cancer. 


In this latter case, a major clinical trial 
had just found that Tamoxifen was 
highly successful in preventing inci- 
dent breast cancer — so successful in 
fact that the trial was stopped early, 
on the grounds that it was unethical 
to deny the drug to those (high risk) 
women who were taking the placebo. 
However, the published results clearly 
showed that preventive Tamoxifen 
also had a number of adverse side 
effects such that, overall, there was 
no difference in mortality between 
the two arms of the trial. Moreover, 
the population enrolled in the trial 
was mostly from the United States, 
and did not necessarily represent the 
women who would be taking the drug 
were it to be approved in Canada. 


The POHEM was used to answer the 
question: What if Tamoxifen were 
rolled out in Canada in the manner 
approved in the United States by the 
Food and Drug Administration? This 
was a complex analysis, again requiring 
an extensive amount of data synthesis. 
For example, the analysis drew on 
detailed age-specific breast cancer 
incidence and survival rates from the 
national cancer registry. Other factors 
influencing breast cancer incidence 
and their correlations were derived 
from the Canadian National Breast 
Screening Study. The results of this 
analysis were sobering. When full 
account was taken of the adverse side 
effects, including the sometimes large 
error bars around them, as well as 

the beneficial effects of Tamoxifen 


for breast cancer incidence, the net 
effect was a clear possibility of no net 
improvement in life expectancy for 
these Canadian women. 


This Tamoxifen analysis highlights the 
tremendous potential of this kind of 
analysis, for example, as part of the 
evidence base that could be created for 
use by Health Canada, the Canadian 
Coordinating Office for Health Tech- 
nology Assessment, and provincial 
drug formularies. 


These examples show that modern 
computing has opened up a new and 
powerful range of analytical tools. 
Not only has the computer enabled 
Statistics Canada to undertake much 
more complex and detailed surveys, 
including longitudinal surveys, it has 
also opened up much richer kinds of 
statistical analysis, in particular, the 
use of micro-simulation models. As a 
result, Statistics Canada has entered 

a new phase of providing computer- 
based analytical tools enabling the 
more sophisticated users to pose and 
answer a new class of “what if” ques- 
tions. These simulation model-based 
results show that data alone are no 
longer enough; they are becoming an 
indispensable part of the broader fact 
base for national discourse. 


Note 


1 See the article by Picot and Webber in 
this issue for an extended discussion of 
longitudinal surveys. 
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Introduction 


magine you are a quantitative 

researcher who has just returned to 

Canada, after a quarter century on 
another planet. You would quickly be 
presented with an apparent paradox. 


On the one hand, your fellow 
researchers would seem endowed 

with data beyond your wildest dreams. 
They have benefited from an explo- 
sion of rich data sets, including the 
longitudinal and administrative data 
that were largely only dreamed of 

25 years earlier. 


On the other hand, they are com- 
plaining endlessly about the lack of 
data or the lack of access to the data 
that are there. 


Why this paradox? 


The Explosion in Demand 


It is partly what an econometrician 
would call an identification problem. 
What you observe is a substantial 
increase in data supply, one that in 
and of itself is very impressive with 
hundreds of researchers now having 
access to hitherto unavailable micro 
data. What you do not directly observe 
is an even larger increase in demand. 


That increase in demand reflects 
many factors. 


First, governments are asking for 
greater performance measurement 
and reporting, as part of a push for 
greater accountability to the public 
for money spent and results obtained. 
To meet that demand, we now publish 
a plethora of performance reports. 
This demand can only grow as, cur- 
rently, these reports are still in their 
infancy, showing only indicators of 
intermediate and ultimate outcomes. 


When (or if) they mature, they will 
have to report on attribution: the dif- 
ference in those outcomes that is a 
consequence of public policy and 
programs. This will be a data-hungry 
activity (surveys and administrative 
data, often longitudinal), as it requires 
rigorous evaluations. 


Second, governments and their 
officials are also asking for greater evi- 
dence-based decision making, a term 
that may not have even been in wide- 
spread use when you left the planet a 
quarter century ago.2 This may reflect 
the well-known erosion of trust in 
society’s elites, so “trust us” is no 
longer a sufficient rationale for public 
policy. It may also reflect the need 

to respect budget constraints, which 
forces harder choices on governments. 


Third, the kinds of issues governments 
want researchers to look at are more 
complex than a quarter century ago. 
Now, we are much more interested in 
the antecedents of things we observe, 
such as the socio-economic factors 
that result in some people being 
healthier than others, or the conse- 
quences of things we observe, such as 
the impact of quality care in infancy 
on subsequent educational and work- 
place performance. In many cases, 
the things we look at - the purported 
causes and the purported effects — are 
separated not just by a few years, but 
by decades. 


Fourth, we also want to look at indi- 
viduals and distributions. The repre- 
sentative household or representative 
agent is still a useful starting point 
for some forms of analysis, but only 
a starting point. Too often, it merely 
hides the phenomena that we seek — 
phenomena that operate at the level 
of the individual. 
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As a result of these factors, we rou- 
tinely want to use large micro data sets 
and structure them to reflect what is 
happening to individual Canadians, 
their families, and their households, 
over much of their life course. We now 
routinely build huge micro-simulation 
models that have an appetite for data 
that can never be satisfied by any 
single data set, pushing us into the 
domain of data linkage.? Once these 
Canadians are statistically encapsu- 
lated in micro-simulation models, we 
then get to poke and prod them with 
simulated policy instruments to see 
how they respond. In particular, we 
can look at the distribution questions 
that should always preoccupy a polity 
with interests in both economic 
efficiency and equity. 


As a result, our data demands have 
grown, and faster than the data supply 
has grown. 


The Growth in Data 
Protection 


The second explanation for the 
paradox of plenty of data and 

plenty of complaints stems from 
constraints on data access originating 
in privacy issues.4 


The data that meet the needs described 
above are data about individual 
Canadians and their life courses. In 
some sense, of course, we have always 
used data about individuals. But we 
often put it into aggregate time series 
or in bins with cross-tabulations. Now, 
we want the individual data. And, the 
data about individual Canadians are — 
by definition — personal information. 
These data are thus protected under 
various statutes, notably the Privacy 


Public Willingness to Share Data with 
Researchers 


Health Canada has always had access to personal information from 

two surveys of key interest to that department: the National Population 
Health Survey (NPHS) and the Canadian Community Health Survey 
(CCHS). In both, respondents are asked whether they would permit their 


responses to be shared with Health Canada for statistical purposes only. 
In both cases, around 95 percent of respondents agree. In both surveys, 
respondents are also asked if their own provincial administrative personal 
health records can be linked by Statistics Canada researchers for statistical 
purposes. Over 90 percent agree. Respondents to Statistics Canada surveys 
also routinely acquiesce to letting Statistics Canada get its income data 


from the Canada Revenue Agency. 


Act, the Statistics Act, and the legisla- 
tion governing the use and sharing of 
data captured in the course of program 
administration, such as the Income Tax 
Act. As a result, the data are not easy 
to access. 


Of course, there are enormous benefits 
to the protection of personal informa- 
tion within a statistical system. First, as 
a principle, Canadians have a strong 
right to their privacy. Second, as data 
users, we want Canadians to have a 
strong incentive to be truthful in pro- 
viding statistical information. Statistics 
Canada’s desire to be an effective pro- 
tector of personal information stems 
from the recognition that Canadians 
can either withhold the information — 
through non-response — or hide it — 
through inaccurate response. 


We often forget, though, how willing 
Canadians are to share their informa- 
tion with government when they 
trust government (see accompanying 
textbox). 


At any rate, much of the data 
researchers now want exists, but is 
not in the public domain. That is the 
second explanation for the apparent 
paradox of complaints amidst plenty. 


The Failure to Do Risk 
Assessment 


How did we end up here? First, 

we failed to assess risk. Second, we 
adhered to practices put in place 
before the new sources of data and 
information management technolo- 
gies began to multiply, practices that 
assume these new sources are more 
a threat than an opportunity for 
better government. 


In almost every field where govern- 
ments face issues of risk, they are 
being asked to assess the extent of risk, 
which is a combination of the proba- 
bility, consequences, and reversibility 
of a potential problem. They are then 
asked to devote efforts to either risk 
reduction or mitigation proportionate 
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to that risk. There is one exception: 
the protection of personal informa- 
tion. Here the responses are not scaled 
to the risk. 


Why not? Because the Privacy Act and 
the Statistics Act refer to “identifiable” 
information, making no distinction 
between the ease of or difficulty of 
actually identifying a person and 
her/his information in some data 
source. Thus, an administrative data 
file containing the medical history of 
individuals, such as Manitoba health 
insurance records, is treated exactly 
the same as the Manitoba component 
of the Canadian Community Health 
Survey (CCHS), even though the latter 
has no names, addresses, or specific 
identifiers, such as a social insurance 
number (SIN), and covers only a sam- 
ple of the Manitoba population. But, 
the CCHS has enough information 
that one might potentially come 
across a record and realize to whom 
it pertains. 


To assess risk properly, a distinction 
needs to be made among identified 
data, masked data, and anonymized 
or non-identifiable data. 


The first item, also known as unmasked 
data or data with direct identifiers, is 
data that have, for example, names, 
addresses, and other identifiers such 

as a SIN. 


Masked or anonymous data, do not 
have direct identifiers, but are poten- 
tially identifiable data. For example, 
you could be perusing the micro data 
and see a record for a female physician 
in her late 40s living on your side of 
the street.S You could reasonably pre- 
sume that is your neighbour, Nancy. 
Now you can learn more about her, 


(e.g., what she earns), than she wants 
you to know. This is known as residual 
identification or attribute disclosure: it 
is not so much that you know the 
data belong to a specific individual, 
but that they probably do, to a greater 
or lesser degree. 


Anonymized data are generalized to 
such a point that one cannot ever 
identify an individual. This is typically 
done by rolling up categories, such 

as age into age groups or, especially, 
providing less-precise locational infor- 
mation.® The net result, when there 
is no potential for identifying an 
individual, is an unidentifiable file. 
Under the Privacy Act, it no longer 
contains personal information. When 
Statistics Canada releases an unidenti- 
fiable file it is called a Public Use 
Micro File (PUMEF). 


The problem is that any one means 
of rolling up the data may be appro- 
priate for one project, but damages 
the data for another. As a result, cre- 
ation of a PUME is difficult for Statis- 
tics Canada (certainly the first time): 
it is not easy to figure out which data 
roll-ups do the least damage to the 
usefulness of the data set for the gen- 
eral research community. The resultant 
PUMEF is also often frustrating for 
users, as the roll-ups limit the useful- 
ness to many users. 


A consequence of this approach is 
that there are now no Public Use 
Micro Files (PUMEs) for Statistics 
Canada’s longitudinal surveys. This 

is because Statistics Canada methodo- 
logists have determined that there is 
no way to create a useful PUMF from 
longitudinal data, while meeting the 
strict standards of no risk of revelation 
of personal information. 


Finally, even when PUMPFSs can be 
done, they are released long after 
Statistics Canada has published the 
data and even published its own 
research using the data. Indeed, the 
delays are so long as to make doing 
a PUME appear an afterthought.” 


Researchers almost never use the first 
category of data, unmasked personal 
data (with the direct identifiers).8 
There is no need. They often wish to 
use the second, the masked data in 
which there is some (larger or smaller) 
risk of (residual) identification of 
individuals. They want it not to know 
about individuals as individuals per 
se, but as the micro unit at which 
behaviour takes place. The risks of data 
leakage are miniscule, and there have 
never been known episodes of a viola- 
tion of personal privacy through the 
kinds of data sets researchers normally 
use. In many respects, this is a theo- 
retical risk rather than a real risk. 


Nevertheless, risk is the product of 
probability and extent of harm. Thus, 
greater exposure to small probability 
events still raises the risk. And the 
record does confirm that even minor 
failures to protect privacy get enor- 
mous publicity and can result in 
considerable perceived harm. Statistics 
Canada is right to worry about what 
this means for response rates on 
surveys. 


That said, public perception of the 
degree of risk often originates in a 
failure to make distinctions in the 
types of data being used, in particular 
the difference between unmasked 
and masked data. The public gener- 
ally thinks researchers have easy 
access to the unmasked data (i.e., 
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full of personal information linked 
to their names). This is not the case; 
researchers can generally access only 
masked data. 


The Work-Arounds 


Statistics Canada and other data 
holders have, of course, developed 
procedures to work around some of 
these problems of access to potentially 
identifiable data. 


One way is for Statistics Canada to do 
the research with the data. In some 
respects, we are now in a world where 
the largest single effort at Government 
of Canada policy-relevant research is 
not in any policy department, it is in 
Statistics Canada. Some of this is nec- 
essary. Statistics Canada cannot attain 
the quality of data that we want if 

it is purely a “data factory.” It must 
research the data to ensure they are 
appropriate for the intended research. 
But, nothing says the research using 
the data can only be done at Statistics 
Canada. Only the researchers have 
relatively unfettered access to the 
data though, so by default, they 

are the only ones able to do much 

of the research. 


This is not good. Statistics Canada 
should not get preferential access to 
the data, either in absolute terms or in 
timeliness. It cannot do policy research 
on real policy issues, such as work that 
amounts to Cabinet confidences: it is 
not in the Department’s mandate. Yet, 
those who are so mandated don’t have 
the same access. 


Another is via “share files,” where a 
survey instrument asks respondents 
if their (masked) record can be shared 
with a department for specified 


research and evaluation purposes. 
This has worked for a single depart- 
ment, such as Health Canada with 
the National Population Health Survey 
(NPHS) and the CCHS. It is less clear 
that it will work with a collection of 
departments, and, if share rates (1.e., 
the percentage of survey respondents 
who agree) are low, then the depart- 
ment has serious problems. Its own 
share file is useless, and it is unable 
to access the master file under any 
circumstances, as many respondents 
have explicitly refused to share the 
data with that department. 


There are other ways to get access, 
but via procedures that are, at best, 
inconvenient and, at times, onerous. 


One such approach is where 
researchers get indirect access: they 
get Statistics Canada to retrieve the 
data for them, aggregating it up to 
the point that it is not identifiable 
personal information before releasing 
it to the researcher. This takes 
resources and often does not meet 
the timeliness requirement of a deputy 
minister needing the information 
immediately. And, Statistics Canada 
may charge for this service. 


HRSDC’s Procedures to Protect 
Administrative Personal Data for Research 


e The longitudinal data used for research do not have any personal identi- 


fiers. 


+ The approved data for a project are limited to that needed to address 
specific approved research or evaluation questions. So, if not needed, 
geographic data or age data are aggregated into large groups. 


+ Quite often, we only work with a sample of the data (quite often only 
10 percent), meaning that, for example, there is only a one-in-ten 
chance that a specific individual is even in the dataset. 


e The data are provided in a database file that can only be understood by 
knowing the file format. That format is only divulged to the approved 


researchers. 


e The data are encrypted. Only the approved researchers get the decryp- 
tion key, and it is provided separately. As a result, even if a data CD is 


lost, it is useless to anyone who finds it. 


e The researcher is made very aware of the onus to protect personal infor- 


mation. 


e The researcher can only hold the data for the duration of the project. It 
must then be returned. Some data are destroyed on return, while some 
are kept under lock and key for a fixed (and previously approved) dura- 
tion of time after the project, in case further analysis is needed (which 


would also have to be approved). 
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Researchers, both academic and 
Government of Canada, can also get 
direct access to Statistics Canada mas- 
ter data files. But this requires that a 
researcher become a deemed employee 
of Statistics Canada and perform some 
form of duty for Statistics Canada, 
such as jointly publishing the research 
results. Again, becoming a deemed 
employee of Statistics Canada is not 

a simple thing: it takes resources and 
time. For example, the Social Sciences 
and Humanities Research Council has 
to have a peer review process approve 
a project, including forming views on 
the worth of the project, even for fed- 
eral government researchers!? This sort 
of process is often not appropriate for 
key policy research, where the research 
cannot always be put in the public 
domain, at least in the run-up to 
Cabinet decisions. 


As well, when Statistics Canada (or 
other providers, such as the Canadian 
Institute for Health Information) think 
of enhancing access to researchers, 
they too often only think of them as 
the academic research community. 
Statistics Canada had already put in 
place quite a few academic Research 
Data Centres (where approved 
researchers can become deemed 
employees of Statistics Canada and 
access master data files under supervi- 
sion) before it put the Federal Research 
Data Centre (FRDC) in Ottawa for 
analysts and policy researchers within 
federal departments. There were many 
ad hoc procedures for federal employee 
access before, but there was consider- 
able lack of uniformity in access. Some 
got it; others did not. 


Life is worse outside government. The 
Research Data Centres are run by their 
sponsoring institutions and will often 


charge researchers from non-affiliated 
universities, non-profit organizations, 
or think-tanks. Many of those 
researchers can only get access by 
paying Statistics Canada for data 
runs, or awaiting the eventual PUMF. 


prior hypotheses. They often can no 
longer simply explore the data by run- 
ning cross-tabulations or regressions 
with numerous regressors, as ideas 
occur. This is now seen as a bad 

thing, and is called data fishing. The 


The current system allows only answers to questions developed 
without seeing the data, thus limiting serendipitous discovery. 


We cannot bemoan the lack of use of 
data in public policy discourse when 
we prevent the data from being used. 


Using internal administrative data 
for research and evaluation purposes 
faces similar hurdles, even though it 
too is masked for those uses. Inside 
most government departments, 10 
there are elaborate procedures to pro- 
tect the personal administrative data 
used for research and evaluation. The 
accompanying textbox enumerates 
how Human Resources and Skills 
Development Canada (HRSDC) 
protects such data. 


In some respects, the procedures for 
access to this masked data are more 
onerous than for those with direct 
access to the underlying, identified, 
administrative data, despite the risk 
of revelation of personal information 
being orders of magnitude smaller. 


Protective procedures are necessary, as 
privacy protection is important. But, 
they are costly, in two ways. First is 
the resource cost of administering the 
processes. Second, and likely worse, 
may well be the loss of free-form 
exploration of the data. 


At present, researchers must specify 
the kinds of hypotheses they have, 
and sometimes even the specific data 
elements they need for testing these 


researchers must queue up their jobs 
and let someone else run them. It 
reminds me of the days of punch 
cards and overnight batch runs, 
somewhat revealing of my age, but 
reminding me how uncreative that 
modus operandi was. 


When examining raw data, unex- 
pected relationships can often be 
observed by chance. The current sys- 
tem allows only answers to questions 
developed without seeing the data, 
thus limiting serendipitous discovery. 


Possible Solutions 


To date, solutions are cobbled 
together to make the problem partly 
go away but, sometimes, at a high 
overhead cost. 


The problem is, too often, that we 
think in terms of trying to prevent 
access rather than trying to prevent 
inappropriate use. 


An example of the former is simply 
denying access. Inappropriate use is 
prevented. So is appropriate use. An 
example of the latter is to have penal- 
ties for inappropriate use. Both the 
Statistics Act and the HRSDC enabling 
legislation (Bill C-23, presently before 
the House of Commons) prescribe 
serious penalties for the inappropriate 
use of information about individuals 
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that one could run across during the 
course of one’s business. Such penal- 
ties, coupled with awareness raising 
and periodic verification of appropriate 
protection policies, should suffice 
within organizations that can apply 
such enforcement and penalties 

(such as a department of the Govern- 
ment of Canada). 


lation (Bill C-23): it might open up 
data access by moving from a one can- 
not system to a one shall not system. 


First, the Privacy Act could allow a 
distinction in the extent of protection 
afforded between data that are 
unmasked or identified and that 
which are masked but still potentially 


We must move to a risk-based approach to protecting the 
de-identified data sets researchers use, especially inside 


government departments. 


Another example related to access is 
not releasing data sets that contain 
potentially identifiable personal infor- 
mation, from whence originates the 
aforementioned PUME. 


Yet, I could imagine a world in which 
Statistics Canada master data sets are 
accessible to HRSDC researchers 
through a tool that incorporates filters 
that do on-the-fly suppression of per- 
sonal information (e.g., cells that show 
a small number of observations). No 
cells would be released that did not 
pass the test. 


The astute reader might notice that 
the missing information can be filled 
in by making multiple retrievals. But, 
that can be prevented — at least inside 
organizations with appropriate privacy 
protection procedures — by forbidding 
this, and having appropriate penalties. 
That is one reason why the HRSDC 
research community supports having a 
penalty regime inside the privacy code 
in the pending HRSDC enabling legis- 


identifiable. The Privacy Act cannot be 
expected to enumerate the continuum 
of risks inherent here, nor prescribe 
the appropriate responses, but it could 
note the difference between masked 
and unmasked data, and allow a risk- 
based approach, where protection is 
at least somewhat scaled to risk. Data 
users would then have legal cover to 
set up procedures, in concert with 
their privacy authorities (such as the 
federal Office of the Privacy Commis- 
sioner), that reflect underlying risk. 
Currently, no such distinction can 
even be considered. 


Second, the Statistics Act could be 
amended to permit the use of masked, 
but potentially identifiable, Statistics 
Canada micro data by other Govern- 
ment of Canada departments for 
research and evaluation purposes 

as an appropriate use for the data, 
rather than the current system, which 
requires researchers to become deemed 
employees of Statistics Canada doing 
work for Statistics Canada. 


Statistics Canada certainly needs to 

act as a contracted purveyor of custom 
data to client departments when it is 
those departments that are funding 
the data collection. There should be 
mechanisms and protocols that allow 
the departments to access that data 
for policy analysis as if it were the 
department’s own data, while respect- 
ing all the necessary and legitimate 
privacy and confidentiality require- 
ments (such as not using it for admin- 
istrative purposes). This could be 
conditional on the department having 
a privacy regime that met standards 
approved by the Office of the Privacy 
Commissioner, including even a 
penalty regime. 


Now, there is no doubt that opening 
legal frameworks is a risky proposition. 
The legislative process is such that one 
can never be sure a step toward some- 
what better research access does not 
end up becoming a step backward. 
This is certainly true when even the 
simplest understandings, such as the 
distinction between unmasked data 
and masked data, often escape those 
who are discussing data privacy issues. 


The Dangers of Not Finding 
Solutions 


Statistics Canada is working with 
federal data-using departments to 
improve data access further. This is a 
tightrope walk for them. On the one 
hand, the main danger of increasing 
access to potentially identifiable data 
is increasing the risk of some form of 
perceived disclosure. This can adversely 
affect the entire statistical system. 
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On the other hand, the main danger 
of not finding a solution is the impact 
on the rate of return from the data. 
The kind of data with which we are 
dealing — the data that encompass 
individual Canadians and their life 
paths — is more expensive to acquire. 
Yet, it is useful only if it is used. 


I have often said that the relationship 
between data and research is like the 


relationship between fuel and a motor: 


neither is particularly useful without 
the other. Yet, my analogy is inappro- 
priate in one key respect: the motor 
uses up the fuel. 


Analysis and research never use up 
the data. In that sense, in principle, 
a finite amount of data can fuel a 
vast amount of research. That is, the 
potential rate of return is quite high. 


But, that is not happening. Canada’s 
data are under-utilized. Much of that 
under-utilization stems from factors 
beyond this discussion, such as 
resources actually devoted to true pol- 
icy research either within government 
or academia. But, a significant part of 
it stems from impeded access, because 
of these privacy constraints. 


Again, as one who has been working 
hard to build the business cases for 
investing in a deeper statistical 
foundation for evidence-based 
decision making, previously at Health 
Canada and now at HRSDC, I worry 
that I am now overselling the rates of 


return on those proposed investments. 


I worry that millions of dollars worth 
of data are being used for hundreds of 
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thousands of dollars worth of analysis. 
I worry that if that is all the return we 
can muster, perhaps the investment is 
not worth it. 


All that said, if we can improve data 
access, the investment should be made 
as, ultimately, the decisions we want 
to influence are worth billions. But, 
the data have to be used for that to 
happen. To enhance use, we must 
move to a risk-based approach to 
protecting the de-identified data 

sets researchers use, especially inside 
government departments. 


Notes 


1 Thanks are due to George Jaremek and 
David Wallace (HRSDC), Elizabeth 
Ruddick and Claude Langlois (Citizen- 
ship and Immigration Canada), and 
Jeanine Bustros (Health Canada) for their 
comments. The views expressed here are 
those of the author and should not be 
seen as an official position of HRSDC. 


2 Although you may be forgiven for assum- 
ing we were always supposed to do this 
and should not have needed to invent a 
term for it. 


3 Whether via individual identifiers or via 
the cruder tool of statistical data merges. 


4 There are also financial constraints that 
result from cost-recovery policies in 
Canada’s statistical world. 


5S Which you know because you get a six- 
digit postal code that identifies a specific 
half of a street block. 


6 Such as using a three-digit postal code 
only, which starts to encompass a lot of 
geography. 

7 A review of the record for data sets 
of interest to HRSDC shows gaps in a 


range of a half year to a year and a half 
between data released in The Daily and 


the release of a PUME with the only 
exception being the rapid release of the 
Labour Force Survey. Thanks are due to 
Deirdre Gillieson of HRSDC for collecting 
this record for me. 


8 The unmasked data are used by the few 


authorized to do data extractions or link- 
ages. 


9 But, not for Statistics Canada researchers, 


a Curious asymmetry in treatment. 


10 Especially those with privacy-issue scars, 
such as the former Human Resources 
Development Canada. 
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his year is the 10th anniversary 

of the Data Liberation Initiative 

(DLI). The provocative title 
accurately describes the substantially 
increased availability of public use 
files from Statistics Canada to social 
science researchers at universities 
across the country. The initiative 
was brought about by the leadership 
and co-operation of Statistics Canada, 
the Social Sciences and Humanities 
Research Council (SSHRC), The Fed- 
eration of Humanities and Social 
Sciences, as well as contributions 
from several ministries in the federal 
government. When the DLI was 
launched in 1995, it was expected to 
attract about 30 universities. Virtually 
all in Canada signed up. In 2000, a 
second major social science initiative 
in data dissemination was launched, 
the Research Data Centres (RDCs), 
complementing the DLI and dramat- 
ically extending the social science 
research capabilities in Canada. A 
third, promising development is the 
recent SSHRC support for Strategic 
Research Clusters. 


A consortium of six lead universities 
(with more than 20 universities 
involved altogether) applied to the 
Canada Foundation for Innovation 
for a major grant to establish a 
national system of RDCs. The goal 
was to transfer copies of databases 
from Statistics Canada headquarters 
to secure locations, near researchers, 
while meeting the confidentiality 
requirements of Statistics Canada. 
Both longitudinal and detailed cross- 
sectional master files of the data 
would be made available. 


The Goals of Research Data 
Centres 


The RDC Network is a response to the 
work of the 1999 Bernard National 
Task Force on the future of social 


science research in Canada. It identi- 
fied three significant barriers: 


e the lack of trained researchers in 
significant numbers; 


e the lack of access to detailed micro- 
data; and 


e weak links between the work of 
social scientists and the potential 
users of the knowledge they gener- 
ate. 


The RDCs are actively dealing with all 
these issues, by way of creating three 
networks: 


e a local network within each Centre, 
which is interdisciplinary and 
includes representation from 
regional partners and other inter- 
ested parties; 


e the national network of RDCs, 
called the RDC National Coordinat- 
ing Committee (RDCNCC); and 


e an extensive external network 
that includes Statistics Canada, 
the SSHRC, the Canadian Institutes 
of Health Research (CIHR), and a 
large number of other organizations 
involved in the social science enter- 
prise in Canada. 


The RDC Network now serves over 
1,200 researchers, involving over 
600 approved projects, with new 
researchers and projects arriving in 
the Centres on a regular basis. 


Training New Researchers 
and Developing Research 
Methodologies 


The training of the next generation of 
quantitative social science researchers 
is well underway and the RDCs are 
playing a lead role. Over 350 of the 
researchers in the Centres are students, 
of which a third are principal investi- 
gators of their own projects. Important 


ss AD LG AN D D SRA ES J LEA A 


Poticy RESEARCH INITIATIVE 


WWW .POLICYRESEARCH.GC.CA 


methodological and statistical 
advances are being made in carrying 
out longitudinal and multi-level data 
analysis. In addition to the day-to-day 
learning in the Centres, workshops are 
held at each Centre throughout the 
year, and the SSHRC supports regional 
workshops. Graduate courses for stu- 
dents who are able to use the RDCs 
are also underway in a pilot project. 


Students who choose this path of 
training are likely to be lifelong 
researchers in this kind of advanced 
data analysis. This training therefore 
represents a huge commitment by 
these students and their advisers, 

and we must be sure the RDC 
Network develops in an adequate 

way to support them in the long term. 


The development of RDCs has created 
a network of RDC analysts, all of 
whom are employees of Statistics 
Canada working in the RDCs. They 
meet bi-weekly (by conference call) 
under the supervision of Dr. Gustave 
Goldmann at Statistics Canada, who is 
the manager of the RDC project. The 
analysts discuss methodological issues, 
such as data documentation, statistical 
packages, technical issues, and derived 
variables, many of which are raised by 
researchers working in the Centres. 
Two technical bulletins have been 
published, with many more expected. 


It is important to note that the 
scientific directors of the RDCs are 
themselves outstanding researchers 
who have agreed to take on this role, 
because they believe so deeply in the 
importance of social science research 
development in Canada. 


Increasing Access to 
Canadian Data 


The RDCs serve an important social 
function by substantially reducing the 
costs to researchers of working with 


Major Focus of Current Research in RDCs 


Of the data sets common to all the Centres, most of the analytical activity 
focuses on the National Longitudinal Survey of Children and Youth, the 
Canadian Community Health Survey, the National Population Health Sur- 
vey, and two economic surveys, the Survey of Labour and Income Dynam- 
ics and the Workplace and Employee Survey. Together, these five surveys 
account for over 80 percent of the current projects in the Centres. To date, 
274 papers have been written, as well as numerous books, national and 
international conference presentations, published proceedings, reports to 
government agencies and 24 completed masters and doctoral theses. The 


output will increase exponentially as more projects conclude, and new proj- 
ects and researchers continue to come to the Centres. 


It is also important to note that the extensive substantive research being 
carried out in the Centres informs Statistics Canada in its development of 
new surveys and the refinement of existing surveys. Some further opportu- 
nities are also developing. In the Strategic Research Clusters competition the 
SSHRC is supporting, at least four projects are relevant in that they will rely 
on RDCs to carry out the research they propose. Furthermore, the Longitu- 
dinal and Lifecourse Cluster being undertaken by a team led by Paul 
Bernard, and which includes several directors of RDCs, will be a logical step 
in the further development of new longitudinal data in the social sciences. 


Canadian data. Canadian researchers 
can easily obtain access to such data 
as the US Panel Study of Income 
Dynamics (PSID) or the British House- 
hold Panel Survey (BHPS) simply by 
downloading the data from a web 
site. The RDC Network has also elimi- 
nated or reduced a number of previous 
barriers to similar Canadian data and 
increased the likelihood of these data 
being used. 


There are strong pressures in academia 
to publish in the so-called top journals 
in the profession. These journals are 
often based in the United States, and 
to a lesser extent in the United King- 
dom. The views of editors and referees 
about what are important problems 
are influenced by what they are most 
familiar with — the social problems of 
their country. However, some of our 
data, now available through the RDCs, 
are unique in the world, and some 


kinds of analysis are unavailable else- 

where. This substantially strengthens 

our international publishing opportu- 
nities, and fosters the development of 
world recognition for Canadian social 
science research. 


Increasing Links Between 
Social Science Research 
and Policy 


The third challenge described in 

the proposal for the development of 
RDCs was to strengthen the weak link 
between the work of social scientists 
and potential users of the knowledge 
they generate. Opportunities include 
reporting research results to policy 
makers and working to include policy 
makers in the very delineation of proj- 
ects to be undertaken in the Centres. 


The national network is achieving 
goals in this area well beyond what 
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could have been achieved if the 
Centres acted alone. The RDCNCC 
functions as a living research infra- 
structure, transcending disciplines as 
well as research topics. It is helping 

to develop teams of the most sophis- 
ticated quantitative social science 
researchers in Canada with the goal of 
becoming one of the leading networks 
of this kind in the world. The dissemi- 
nation of research results is accelerat- 
ing. The RDCNCC has sponsored three 
national conferences, one at McMaster 
University (on economic issues), a 
second at the University of Calgary 
(on health policy issues), and the third 
at the Université de Montréal (Families 
Under Pressure). A fourth is planned 
for the University of British Columbia 
(Education, Training and the Evolving 
Workplace). In each case, there is a 
concerted effort to include policy 
makers in the deliberations. The 
Network has agreed on a common 
annual reporting form that allows 

us to track the research output from 
all the Centres. 


The RDCs can and want to be of 
service to government, policy groups, 
think-tanks, non-governmental 
organizations, and other research 
groups that tend to focus on specific 
research and policy issues. While there 
are rarely magic bullets in public policy 
arising directly from social science 
research, Caroline Pestieau (2003) has 
suggested the most productive use of 
such research findings may lead to a 
gradual change in framing and under- 
standing an issue. The development 
of a stronger relationship between 
researchers and policy makers is 

one of the highest priorities of the 
RDC Network. 


Challenges and Opportunities 
for the Future 


The RDC Network is so new that 
several challenges remain. One is 
the expansion of the Network to the 
point where the appropriate number 
of Centres and Branches exist that 
allow researchers in all parts of the 
country reasonable access in terms 
of cost and time. 


A second major challenge is the long- 
term financial health of the Centres. 
The RDCNCC has submitted a grant 
request jointly to the SSHRC and CIHR 
for funds that would permit a sharing 
of expenses between the universities 
and the two granting councils. 


We are also beginning to move 
beyond the publication of discrete 
papers toward a synthesis of findings 
by topic. That will be one important 
way to highlight the most significant 
findings of the research. 


Finally, on the policy front, the Cen- 
tres have not yet reached their poten- 
tial in terms of needed co-operation 
with lawmakers and policy analysts. 


The key to the success of the RDC 
program is that researchers are able 

to analyze micro-data in a secure 
environment that conforms to the 
requirements of the Statistics Act. This 
ensures that the privacy of respondents 
and the confidentiality of the data are 
respected. With the establishment of 
the DLI, the RDC Network, and more 
recently the Research Clusters, expert- 
ise, data gathering and data analysis in 
quantitative social science research has 
a very promising future in Canada. 


A Users’ Perspective 


Byron G. Spencer, 
McMaster University 


his note is written at the 

request of the PRI, to describe 

what it is like to be a user of 
an RDC. As it happens, I am also an 
academic director — of the McMaster 
RDC - and have taken this opportu- 
nity to speak with several users and 
other academic directors. The remarks 
that follow reflect their thoughts and 
concerns, as well as my own. 


What is it like to work in an RDC? 
Some inconvenience has to be 
acknowledged, and measures that 
are imposed to protect the confiden- 
tiality of the data are sometimes seen 
as indicating a lack of trust. It is 
unquestionably irritating to feel not 
trusted. Also, it rankles university- 
based researchers not to have the 
survey data files as readily available 
as any other library resource (or as 
survey files from abroad!). 


Gaining access to an RDC has its own 
non-trivial costs. A SSHRC application 
must spell out the nature of the pro- 
posed research, the methodology to 
be used, the data set(s) to be accessed, 
and why it is necessary to work with 
master files. (Speaking with an RDC 
Analyst helps to avoid pitfalls and 
save time.) On average applications 
are now processed in 17 working 
days, less if the work has already 
been peer-reviewed (e.g., it has 
SSHRC or CIHR funding). 


Working in the RDC has proved 
generally to be a good experience. It 
goes more smoothly for those who are 
already familiar with the software to 
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be used and have some prior exposure 
to working with large data files. Even 
so, many have learned in the RDCs. 
(It is often possible to work outside the 
RDCs with public use micro-data files 
or synthetic files that correspond to 
the master files.) Within the RDCs, 
working files from one session are 
readily available at the next. Extended 
hours have been introduced, where 
possible, to accommodate users. 
Intermediate output can be printed 

as desired, but for use only in the 
RDC. Any output to be removed from 
the RDC goes through a disclosure 
avoidance analysis conducted by the 
analyst; its purpose is to ensure that 
individual records are not inadver- 
tently released. In practice the proce- 
dure typically takes no more than 
three days at McMaster, and less time 
if only model output is to be released. 
Urgent cases (e.g., output that is to be 
presented tomorrow at a conference) 
get urgent attention. 


The analysts are knowledgeable about 
the software packages in the Centres, 
and expert in one or more of the sur- 
vey files. They also have ready access 
to the network of analysts, and can 
help researchers over most difficulties 
in short order. Analysts can also guide 
researchers in the procedures for 
matching longitudinal data sets, help 
to incorporate census-based area-level 
information in the files to be analyzed, 
provide assistance in dealing with 
what are sometimes complicated 
methodological issues (including 
weighting procedures), and so on. 


Let me conclude with my wish list — a 
few things I would like to see happen 
in the RDCs in the next year or two. 


I'd like to see the barriers to entry reduced 
as much as possible. The goal is to 
facilitate the move from research ideas 
worth exploring to completed manu- 
scripts. The academic directors of the 
RDCs together with representatives 
from the SSHRC and Statistics Canada 
form the National Coordinating 
Committee. It continues in its efforts 
to streamline the application process, 
to minimize the difficulties experienced 
in disclosure analysis and elsewhere, 
but further work is needed. Suggestions 
for improvements are welcome. 


I’d like to see even more graduate students 
using the RDCs. A pilot course was 
offered at McMaster in the last aca- 
demic year, and judged successful by 
the National Coordinating Commit- 
tee. All Centres will now be able to 
mount their own RDC-based graduate 
courses, and use the RDCs more 
effectively to train future researchers. 


I'd like to see administrative data of 
research and policy interest available to 
researchers in the RDCs. As one example, 
it is widely recognized that more 
intensive analysis of provincial health 
records (visits to physicians, hospital 
stays, use of prescription drugs, etc.) 
would help to inform public policy, 
but only rarely do researchers have 
access to such data. If that data could 
be placed in the RDCs, its confiden- 
tiality would be protected under the 
Statistics Act and, at the same time, it 
would become available for analysis. 
Similar comments apply to education, 
judicial, and other records. (A pilot 
project is now under way to see how 
this would work in practice.) Extend- 
ing the range of data holdings would 
make the RDCs even more attractive 
to the research community. 


I'd like to see notable improvements in the 
electronic documentation of the data files, 
to take advantage of recent software 
developments and expedite data 
discovery. Many of the survey files 

are exceedingly complex. Enriched 
documentation would make it easier 
to understand each file individually, 
and also facilitate comparisons across 
files. Again, a pilot project is under 
way; the results are promising. 


Finally, I’d like to have realistic synthetic 
or dummy files corresponding to the 
master files that can be used outside the 
RDCs. That would allow researchers 
much greater flexibility in terms of 
where and when they do their work. 


In sum, the RDCs provide a very 
supportive environment for both 
experienced and novice users. As 

one user in the former category com- 
mented: “I would prefer to have the 
data available in my office, of course. 
It is true, however, that on more than 
one occasion I have picked up useful 
information about a data set or statis- 
tical software via a conversation that 
might well not have been overheard 
or entered into had I not been in the 
RDC. Quite a bit of cross-fertilization 
takes place, some of which might not 
occur otherwise.” 


Indeed, while there are undoubtedly 
some challenges associated with 

the RDCs, an increasing number 

of researchers are using them, are 
finding that they work, and are 
adding materially to our knowledge 
of Canadian society. 
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Abstract 


rom the perspective of the 

Government’s management 

board (the Treasury Board and 
its Secretariat), key societal indicators 
can be useful for government-wide 
analysis to achieve a deeper under- 
standing of broad societal trends to 
guide policy and planning, and pro- 
vide a context within which govern- 
ment performance can be assessed. 
The Government's initial explorations 
of this possibility have led to the pro- 
duction of an annual report, Canada’s 
Performance. It fulfils the latter of 
these purposes; that is, it provides a 
context for assessing government per- 
formance. However, the explicit link 
to the planning process is not there 
yet. This paper outlines the back- 
ground of the approach to reporting 
on societal indicators used in the 
report as well as possible future 
directions for this type of reporting, 
namely, the use of societal indicators 
in conjunction with a government- 
wide planning process. ! 


The Management Board 
Perspective 


The perspective of the Treasury Board 
Secretariat on societal indicators is not 
that of the pure technician or statisti- 
cian. As the Government’s “manage- 
ment board,” the Treasury Board and 
its Secretariat see reporting on key 
societal indicators as a primary means 
of providing a government-wide 
context for priority planning and 
performance assessment. In addition, 
such reporting is a way in which the 
Government is accountable to Parlia- 
ment and to Canadians for the results 
achieved with the resources allotted. 


This paper outlines the experience 

of the Government of Canada with 
respect to the use of societal indicators 
from this management board per- 
spective, that is, for the purposes of 
government-wide reporting. More 
particularly, the paper outlines: 


e the background of the concept - 
the roots of the idea of using socie- 
tal indicators for government-wide 
reporting and the objectives this 
type of reporting is to serve; 


e where we are now — the Govern- 
ment’s current vehicle for societal 
indicator reporting from a govern- 
ment-wide perspective, Canada’s 
Performance (Treasury Board, 
2003b); and 


e possible future directions — the use 
of societal indicators in conjunction 
with a government-wide planning 
process and corresponding report. 


Background 


Beginning in the mid-1990s, a 
number of interrelated forces coal- 
esced to form a foundation for 
societal indicator reporting from 

a government-wide perspective, 
namely, projects undertaken to 
“improve reporting to Parliament,” 
the emergence of the Government’s 
commitment to “results-based man- 
agement,” the increasing promotion 
of and reporting on collaborative or 
“horizontal” arrangements, and the 
resurgence of research in “societal or 
quality of life indicators.” 


Improved Reporting to Parlia- 
ment: Strengthening accountability 
to Parliament and to Canadians is a 
fundamental and ongoing commit- 
ment of the Government of Canada. 
Providing Parliament and Canadians 
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with high-quality and timely informa- 
tion about the plans and achievements 
of the Government “is key to imple- 
menting a citizen-focused agenda, 
since it allows Canadians to engage 
more effectively in understanding and 
shaping public policy” (Treasury 
Board, 2000b: 31). 


This ongoing commitment to improve 
reporting has led to calls for the use of 
key societal indicators in government 
reporting. Parliamentarians, for 
instance, have pointed out that 
because the outcomes of government 
efforts are often “borderless,” the 
performance information from indi- 
vidual departments and agencies 

can be better interpreted if objective 
context information is also available. 
In 2001, for example, a series of semi- 
nars, Measuring Quality of Life: The 
Use of Societal Outcomes by Parlia- 
mentarians, took place, bringing 
together parliamentarians, senior 
public servants, and members of the 
policy community. The seminars con- 
cluded that societal outcome reporting 
could more effectively plug parliamen- 
tarians and citizens into the policy 
process, lay the foundation of a better 
working relationship between parlia- 
mentarians and the public service 

and provide a “whole-of-government 
perspective” (Bennett et al., 2001). 


For this higher-level reporting to 

be linked to government program 

and policy objectives, however, 

public service managers must plan 

for, monitor, and report on the results 

of their policies and programs. Results- 
based management provides the foun- 
dation of an improved, comprehensive 
reporting structure. 


Results-Based Management: 
Results-based management is 
enshrined in the Government's 
modern management framework, 
Results for Canadians. At the heart of 
this framework are commitments to 
focus on citizens, to adopt a clear set 
of values, to manage for results, and 
to ensure responsible spending. While 
governments have historically focused 
on inputs, activities, and outputs, the 
Government committed itself to a 
modern management agenda that 
focuses on actual results. Managing 
for results involves rethinking the life 
cycle of a program or policy. “It means 
clearly defining the results to be 
achieved, delivering the program or 
service, Measuring and evaluating 
performance and making adjustments 
to improve both efficiency and effec- 
tiveness. It also means reporting on 
performance in ways that make sense 
to Canadians” (Treasury Board, 2000b: 
11). Reporting in ways that make 
sense to Canadians means taking a 
citizen focus to reporting. Just as a 
citizen focus in service delivery means 
moving beyond the traditional, “inside 
out” approach — beyond the traditional 
approach of reflecting government 
organizations more than the needs 
and priorities of citizens — so too does 
citizen-focused reporting mean provid- 
ing information on the outcomes of 
government efforts at a higher level 
than that of the department or pro- 
gram. This is another reason, that 
reporting on key societal indicators is 
important. This is also one reason the 
Government has explored ways of 
planning for, monitoring, and report- 
ing “horizontal” results. 


Horizontality: The social and 
economic outcomes measured by key 
societal indicators that form the goals 
of government activity go beyond 
individual organizations and involve 
more than one department or jurisdic- 
tion, as well as other partners (Treasury 
Board, 1996: 2). Since the mid-1990s, 
there has been an increased concern 
with the business of getting this 
horizontal dimension of government 
right. It is an open question as to 
whether or not “horizontality” in the 
public sector is a new phenomenon or 
not. It could be said that “Canadian 
governments have been preoccupied 
since Confederation with the age-old 
quest for ‘co-ordinated government.”” 
However, the case can also be made 
that over the last decade the com- 
plexity of the issue, as well as the 
awareness of the issue, has increased 
markedly (Bakvis and Juillet, 2004). 


The above-mentioned focus on results, 
as part of the new public management 
more generally, has certainly been one 
driver for this concern with horizon- 
tality. Among the other drivers, one 
would certainly have to cite the com- 
mitment to provide seamless, single- 
window service delivery to Canadians 
as well as the development of commu- 
nications technologies, which facilitate 
the spontaneous generation of policy 
and program delivery networks. 


Societal Indicator Research: Over 
the past decade or so, the standard 
measures of our progress as a society — 
such as gross domestic product (GDP) 
per capita — have been challenged as 
insufficient for fully capturing our 
quality of life. The resurgence of socie- 
tal indicator research is fundamentally 
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tied to this effort to reconceptualize 
quality of life. Within this context, 
quality of life is distinguished from 
standard of living — the latter being 
generally understood as a quantitative 
assessment of economic well-being 
solely. “For example, someone may 
have a high standard of living but be 
working odd hours, have no job secu- 
rity and suffer from life-threateningly 
high levels of stress. These will not 

be reflected in his or her standard of 
living” (Bennett et al., 2001: 13; see 
also Treasury Board, 2000a: 3). 


In Canada, the renewed interest in 
societal indicator research has mani- 
fested itself in efforts to develop 
quality of life frameworks for research 
and reporting at the community, 
provincial, and national levels. 
National-level research and reporting 
is not the exclusive domain of the 
federal government, however. For 
instance, the Quality of Life Indicator 
Project led by the Canadian Policy 
Research Networks, a private non-profit 
corporation, undertook the task of 
creating a prototype set of national 
quality of life indicators, to reflect the 
range of issues that truly matter to 
citizens. After engaging citizens to 
determine the appropriate indicators, 
in 2002 they released the report 
Quality of Life in Canada: A Citizen’s 
Report Card (CPRN, 2002). The differ- 
ence between efforts such as this by 
non-governmental organizations and 
those of the Government of Canada 
can be summed up basically as follows: 
the former are designed to inform 
broad policy processes (Legowski, 
2000: iv), whereas the efforts of the 
federal government are designed to 


link such reporting to priority setting 
and the assessment of government 
performance. 


Where We Are Now 


All these factors — improved reporting 
to Parliament, results-based manage- 
ment, horizontality, and the resurgence 
of societal indicator research — seemed 
to align in the mid-1990s and point 
to a common goal: government-wide 
reporting on social outcomes and 
indicators — the “objective being to 
achieve a deeper and shared under- 
standing of broad societal trends to 
guide policy and planning, and to 
provide a context within which gov- 
ernment performance can be assessed” 
(Treasury Board, 1997: 17). This 
section of the paper describes the 
Government’s current vehicle for 
societal indicator reporting from a 
government-wide perspective. 


A Comprehensive Reporting 
Framework: In 1999, the work on 
societal indicators and on horizontal 
results bore fruit in the form of the 
Comprehensive Reporting Framework. 
Basically, it calls for a more holistic 
approach to reporting, consisting of 
three elements: 


e “departmental reporting” on their 
priorities, plans and achievements — 
as typically found in their Depart- 
mental Report on Plans and 
Priorities and in departmental 
performance reports; 


+ “horizontal reporting” on outcomes 
that go beyond the efforts of any 
one department, jurisdiction, or 
sector; and 


¢ reporting on “societal indicators.” 


“The framework suggests that (quality 
of life) reporting be considered as part 
of an integrated and comprehensive 
performance measurement report that 
would offer Canadians a comprehen- 
sive synthesis of performance in areas 
of interest to citizens — improvement 
in Our quality of life, the achievement 
of shared societal goals, and the 
specific results achieved by national 
programs and services.”3 


Canada’s Performance Report: 
Beginning in 2001, Treasury Board 
Secretariat (TBS) took up the suggestion 
first broached during the construction 
of the Comprehensive Reporting 
Framework: to produce a public report, 
preferably tabled in Parliament, using 
societal indicators. The first such 
report is entitled Canada’s Performance 
2001. The President of the Treasury 
Board first tabled it in Parliament on 
December 6, 2001; it has been tabled 
annually in the fall since then. 


The reports provide information on a 
core set of societal indicators grouped 
into themes. Trend information, 
international comparisons, and 
disaggregations are provided, when 
applicable, for all the indicators. 


The reports also provide information 
on certain key governmental programs 
that contribute to improving the 
quality of life of Canadians. In doing 
so, the reports contribute to several of 
the modern management objectives 
described earlier: 


¢ supporting parliamentarians who 
require a context for reviewing the 
results achieved by individual 
departments and agencies; 
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e enhancing the government’s citizen 
focus by serving as a vehicle to 
engage Canadians in discussion of 
future policy developments; 


e advancing results-based manage- 
ment in the federal government 
and improving the quality of 
program performance information 
available to Canadians and parlia- 
mentarians over time; 


¢ supporting horizontal management 
and policy development by provid- 
ing an overview of the connections 
between various issues and between 
the responses to these issues by 
different departments and agencies; 
and 


¢ contributing to the transparency 
of the federal government’s plans 
and achievements, as well as its 
accountability to Canadians and 
parliamentarians. 


After tabling Canada’s Performance 
2001, the TBS consulted with Canadi- 
ans, think-tanks, parliamentarians, 
governments, and other partners on 
the approach adopted in the report. 
The consultations and engagement 
strategies focused on such issues as 
selecting indicators that give a more 
comprehensive view of the economy, 
health, environment, and communi- 
ties; presenting information in a 
manner that best helps Canadians 
contribute to the shaping of govern- 
ment policy; using the report to pro- 
mote a growing culture of learning 
about how to manage for and by 
results, and engaging Canadians in the 
identification of themes and indicators 
that reflect their values and the range 
of issues that matter to them. 


FIGURE 1: 


The Whole of Government Framework 
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Basically, there are three lenses through 
which to view the indicators in a 
government-wide report such as this: 
in terms of government priorities, in 
terms of the concerns of Canadians 
and in terms of the accuracy and 
relevance of the data (Treasury Board, 
2000a: 6). More particularly, consul- 
tations with Canadians, think-tanks, 
parliamentarians, governments, and 
other partners confirmed the follow- 
ing set of criteria with respect to the 
indicators and measures selected for 
inclusion in the report. 


e Information must be relevant; 
indicators must reflect Canadian 
values. 


e Information must be temporal; 
data must highlight trends over 
time and show progress toward 
goals. 


e Information must be available; 
data must be easily accessible. 


Information must be comparable; 
it must be possible to compare 
with data from other countries. 


e Information must be understand- 
able; data must be easily grasped 
by various audiences. 


There are a few other important 
reporting principles which the 
Canada’s Performance reports hold as 
sacred: balance (presenting both good 
and bad news), disaggregations to 
sub-groups or regional data (primarily 
through the electronic version) 
(Treasury Board, 2000a: 6), and the 
inclusion of both subjective and 
objective indicators (for e.g., self-rated 
health status in addition to life expec- 
tancy) (Treasury Board, 2000a: 3). 
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A key development, starting with the 
2002 report, has been the construction 
of a whole-of-government framework 
to support the societal-level informa- 
tion (see Figure 1). The framework 
provides a logic model for the Govern- 
ment of Canada — mapping the 
contributions of government programs 
and departments to horizontal (or, 
Government of Canada) outcomes 
and ultimately to the societal-level 
theme in question (e.g., health). If 

the framework is the logic model, the 


or if it is to be rigidly linked to a gov- 
ernment-wide planning process. As a 
result, a possible future direction for 
the Government of Canada would be 
to clarify this by making the report 
more closely aligned with government 
planning and priority setting. 


This move would take place in the 
context of the current government’s 
commitment to reallocate continually 
from low to high priority issues. The 
links made would have to show, then, 


We lack consistent survey data on “cultural participation” and 


“perceptions of racism” or “personal tolerance” in Canada. 


report itself provides the performance 
story. The meat of the framework, so 
to speak, is provided in the electronic 
version of the report, which allows 
the reader to drill down to the more 
specific department and program-level 
information provided in each depart- 
mental report on plans and priorities 
as well as the performance reports. 


Possible Future Directions: 
Government-Wide Planning 


During the construction of the 
Comprehensive Reporting Framework, 
two general purposes for this type of 
reporting were discerned. “In particu- 
lar, the government would need to dis- 
tinguish between using such reporting 
to ‘inform’ broad policy processes and 
making an explicit linkage between 
QOL [quality of life] reporting and 
priority setting” (Treasury Board, 
2000a: 4). As it stands, it is not entirely 
clear whether Canada’s Performance 

is seen as something to inform policy 


how this type of reporting could drive 
not only priority setting but planning 
in the context of reallocation, perhaps 
via use of such a report by Treasury 
Board and cabinet ministers when 
reviewing allocation and reallocation 
proposals. A short-term step that could 
be taken would be to include financials 
in the report: how much is Canada 
spending on the environment, or 
more particularly, on reducing the 
effects of climate change? This step 

is also in keeping with the example 
provided by Alberta’s Measuring Up 
reports, which includes the Alberta 
government’s consolidated financial 
statements. 


This would also require a formalization 
of the government-wide planning 
process in accordance with the thema- 
tic areas (or “Government of Canada 
Outcome” areas) included in the 
Canada’s Performance framework. If 
formalized, this planning process could 


result in a corresponding government- 
wide report on plans to act as the 
bookend to the Canada’s Performance 
report. In its 2004-05 Report on Plans 
and Priorities, the TBS made public its 
plan to explore the “development of a 
whole-of-government planning report 
that would express the government’s 
targets and provide a clearer basis for 
reporting on Canada’s performance 
over the medium term” (Treasury 
Board, 2004: 29). 


As the potential of linking the report- 
ing framework presented in Canada’s 
Performance to a whole-of-government 
planning process is pursued, a number 
of issues will need to be addressed. 


Knowledge gaps: There are areas in 
which data are spotty. Economic 
indicators garner, for the most part, 
general support for being sound; how- 
ever, the social indicators need work. 
We lack, for instance, consistent survey 
data on “cultural participation” and 
“perceptions of racism” or “personal 
tolerance” in Canada. So too, the 
current data on Aboriginal peoples 
often do not support disaggregations 
between First Nations, Inuit, and Métis 
or between on reserve and off reserve. 
Similarly, the available information 
on international investments is weak: 
often measuring merely an activity or 
output (such as Official Development 
Assistance), rather than the outcome 
the output is intended to achieve 
(such as, “the resolution of develop- 
mental issues”). 


Targets: Many jurisdictions are begin- 
ning to set and report on societal-level 
targets in their budgets and planning 
and performance documents. While 
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often seen as useful for achieving a 
certain focus for activity, this practice 
has raised concerns in some quarters: 
“There are allegations of cheating, 
perverse consequences and distortions 
in pursuit of targets, along with unfair 
pressure on professionals” (Briscoe, 
2004-2005: 33). The Government will 
need to explore further the pros and 
cons of targets as it develops options 
for whole-of-government reporting. 


Attribution: The idea that the federal 
government should report on broad 
social and economic outcomes in 
relation to its own department-level 
plans and performance, and that it 
could, perhaps, set targets for these 
broad social and economic outcomes, 
also raises questions of accountability 
and attribution: can a government 
be held accountable for societal-level 
performance? 


It is recognized that single govern- 
ments cannot be held uniquely 
accountable (in the strictest sense) 

for the performance of an economy 
or society. “Given the difficulty in 
attributing changes in these kinds 

of indicators to specific government 
actions, this type of reporting cannot 
be considered an instrument for 
holding governments accountable, 
although some may seek to use it in 
this way” (Treasury Board, 2000a: 2). 
Despite these issues of attribution, 
such reporting is relevant for an analy- 
sis of the contributions a government 
makes (Mayne, 1999). Furthermore, 
while the societal-level goals that are 
tracked and reported on in Canada’s 
Performance are beyond what govern- 
ment is solely responsible for (either 


in terms of what one can attribute as 
the effects of government action or in 
terms of the narrowly defined consti- 
tutional obligations of a government) 
they are, nevertheless, areas where 
government has a significant role 
(Treasury Board, 1998: 22). 


Conclusion 


From the perspective of the Govern- 
ment’s management board, key 
societal indicators can be useful for 
government-wide analysis. They can 
be used to achieve a deeper under- 
standing of broad societal trends to 
guide policy and planning, and to 
provide a context within which gov- 
ernment performance can be assessed. 
The Government’s initial explorations 
of this possibility have led to the pro- 
duction of an annual report, Canada’s 
Performance. The annual report 
certainly fulfils the latter of these 
purposes; namely, it provides a context 
for assessing government performance. 
However, the explicit link to the 
planning process is not there yet. 


The TBS plans to explore the devel- 
opment of a whole-of-government 
planning report; that report could 
complement the Canada’s Perfor- 
mance reports and make the link 
between societal indicator reporting 
and government-wide planning more 
explicit. If pursued to its logical end, 
this report on Canada’s Plans (along 
with the existing report on Canada’s 
Performance) would be a realization 
of the comprehensive reporting frame- 
work: with departmental planning and 
performance information (in the indi- 
vidual departmental reports, accessible 


through the electronic versions of the 
government-wide reports), societal- 
level outcome information (in the 
annual, government-wide planning 
and performance reports themselves), 
and planning and performance report- 
ing around horizontal or Government 
of Canada outcomes. 
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A version of this paper will be published 
as part of the proceedings of the OECD 
World Forum on Key Indicators, Palermo, 
November 10-13 2004. 


Every year, as part of the documentation 
produced to support the appropriation of 
funds from Parliament, the government 
tables two sets of departmental reports 
in Parliament. In the spring, each depart- 
ment and agency produces its Report on 
Plans and Priorities for the coming fiscal 
year. In the fall, they provide parliamen- 
tarians with their departmental perform- 
ance reports indicating achievements 
attained over the previous fiscal year. 


Treasury Board (2000: 9). The Framework 
was tabled in Parliament in the President’s 
Annual Report. 
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he Conference Board of Canada 

releases many reports every 

year, including economic fore- 
casts that rely on Statistics Canada 
data, and benchmarking studies that 
often use secondary sources, such 
as the OECD and Statistics Canada. 
While traditional economic and 
labour statistics are well developed 
and used frequently, increasingly we 
are noticing major data gaps as we 
examine areas critical to Canada’s 
well-being, such as health, education, 
environment, innovation and com- 
mercialization. To put it in context, 
let us examine a few examples. 


Since 1999, the Conference Board 

has been producing annual reports 
on connectedness, comparing Canada 
to other OECD countries. Connected- 
ness is the availability and use of 
information and communication 
technologies and associated services 
to facilitate communications, interac- 
tions, and transactions. We developed 
a framework to measure performance, 
based on the value chain approach, 
guided by a blue ribbon advisory 
group. While data availability has 
improved over the last five years, we 
still find that, although we have rich 
data on infrastructure and access to it, 
we have major data gaps in measuring 
the use of those technologies. We also 
have major challenges in assessing 
outcomes and impacts of connected- 
ness beyond the purely anecdotal. 


In June 2004, the Conference Board 
released a report, Exploring Canada’s 
Innovation Character, Benchmarking 
Against Global Best, comparing 
Canada’s performance against leading 
OECD countries. This was an assess- 
ment of performance and progress 
based on the federal government’s 
innovation strategy. This strategy had 


10 goals, 15 targets, and 18 recom- 
mendations. But did we have the data 
to assess whether these were being 
met? In some cases yes, but in others, 
there was no reliable information. 
While we had good data on traditional 
measures, such as research and devel- 
opment intensity, triadic patent fami- 
lies, and human resources in science 
and technology occupations, we found 
virtually no data, for example, on 
community-based innovation and 
commercialization, two key priorities 
of the federal government. There was 
also no data on Canada’s workforce 
capacity in terms of skills that are 
essential for innovation. This brings 
me to the education and learning area. 


We have good information on high 
school and post-secondary school 
attainment, and participation in 
continuing education. We also know 
how much we invest in public educa- 
tion, and we have some information 
on workplace training, but little on 
outcomes and impacts. Do we know 
anything about the level of competen- 
cies and knowledge gained through 
education and learning? Do we have 
data on the impacts that investments 
in this area have on organizational 
performance, productivity or socio- 
economic well-being? The answers 
are not encouraging, but there are 
occasions where special surveys 

have helped. 


For example, a few years ago Canada 
participated with other countries in 
the International Adult Literacy 
Survey that led to the development 
of good literacy data with population 
characteristics. Based on these data, 
the Conference Board was able to 
assess the economic benefits of 
improving literacy. This was a break- 
through report that was referenced 
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by the OECD, and led to the US fed- 
eral government asking us to do a 
similar study for their country. We 
eventually went beyond that for our 
US client by interviewing employers 
and employees who had undertaken 
basic skills training to better assess 
the full benefits of literacy improve- 
ments. We found that ameliorating 
literacy skills had many benefits for 
employers as well as for employees 
and their families. 


The Conference Board produces 

every year a flagship report entitled 
Performance and Potential. One key 
chapter benchmarks Canada to the 
other OECD countries using available 
data. The challenge is to look at per- 
formance measures that help assess 
factors that affect quality of life, and 
ensuring that these data are compatible 
for all OECD countries that we exam- 
ine. Last year we reported on 110 indi- 
cators in six categories for the OECD 
countries. We have a lot of data, but 
once again, we found that there are 
important gaps beyond those men- 
tioned above regarding innovation 
and education. In health, for example, 
we have indicators of a country’s 
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health status and outcomes, the level 
of spending on health care, and the 
number of physicians and nurses. 
But we do not have measures of the 


performance of the health care system. 


This is a critical issue given the impor- 
tance of this sector. 


Overall, statistics have evolved over 
the years and have improved signifi- 
cantly. But more will need to be done 
as governments and research organiza- 
tions like the Conference Board need 
to assess performance beyond tradi- 
tional measures to capture the broader 
economic, environmental, and social 
determinants to a sustainable high 
quality of life. Given the priorities of 
governments, as well as their need for 
greater accountability and assessment 
of results in areas, such as education 
and learning, health care, and inno- 
vation and commercialization, there 
needs to be more resources spent 

on gathering the necessary data. We 
often know how much we spend and 
resources used in delivering services, 
but we rarely have good measures of 
their outcomes and impacts. 
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cience-based government depart- 

ments generate large amounts 

of data, information, and knowl- 
edge. This paper outlines the need 
for an access-to-knowledge policy to 
manage this content. The Canadian 
Forest Service (CFS) at Natural 
Resources Canada (NRCan) has 
recently adopted such a policy. 


Need for a Policy 


The importance of the knowledge 
economy to Canada has been reflected 
in no fewer than four recent speeches 
from the Throne. These are not just 
fine words: the Government of Canada 
spends a substantial amount of money 
on science and technology, totalling 
$8.6 billion in 2003-04 (Statistics 
Canada, 2003). To realize a return on 
or to leverage this considerable invest- 
ment in knowledge creation requires 
that the knowledge be used for the 
benefit of Canadians. 


Making knowledge more widely 
available allows others to derive value 
from it more readily. This is, in fact, 
the main purpose of many govern- 
ment data collection activities. For 
example, publishing geological data 
allows exploration companies to 
locate, more readily, potentially 
exploitable deposits of metals, gem- 
stones, and fossil fuels. It also allows 
land use planners to better identify 
areas at risk from geological hazards 
such as earthquakes and landslides. 


Access policies are generally in place 
for data intended to be shared from 
the outset. However, the publish or 
perish culture found in the realm 

of scientific research makes many 
scientists possessive and protective of 
“their” data. New policies are needed 
where the primary motivation for 
collecting scientific data is to better 


understand something and to share 
that new understanding (not the data) 
in the form of a scientific publication. 
The scientific value of the data invest- 
ment is that new understanding. 
However, the value embedded in 
intellectual capital - data, information, 
and knowledge — can often be lever- 
aged through use beyond the original 
research. Much like any other capital 
investment, the longer the data 
remain unused, the greater the likeli- 
hood that they become obsolete and 
the full potential of the investment 
will not be realized. 


In the United States, various organi- 
zations allow researchers one to two 
years of privileged use of their data 
before they must make it freely avail- 
able to the world. The National Insti- 
tutes of Health, for example, requires 
that all data developed through its 
research funding be deposited in a 
public access database within one year. 


In Canada, a number of departments 
with a significant science component, 
including the Department of National 
Defence, National Research Council, 
and Environment Canada are con- 
sidering or have developed policies 
related to some aspects of knowledge 
management. There have also been 
discussions at an interdepartmental 
level through groups, such as the 
Interdepartmental Knowledge 
Management Forum and the National 
Consultation on Access to Scientific 
Research Data. 


The Canadian Forest Service 
Policy 


Transforming a science-based organi- 
zation of intelligent people into an 
intelligent organization requires new 
policies to promote a fundamental 
cultural migration from controlling 
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knowledge to sharing it. This is 

the key business driver underlying 
development of the Access to Knowl- 
edge (A2K) Policy for the Canadian 
Forest Service. 


The policy articulates a clear rationale 
for different levels of access to organi- 
zational knowledge assets. It balances 
incentives to publish with incentives 
to share, respects the confidentiality 
of certain types of information, and 
allows for special circumstances. The 
policy establishes classification criteria 
and guidelines for privileges extended 
to CFS employees regarding their use 
of data. Finally, it defines rights and 
responsibilities for all employees 

with respect to knowledge assets 
(NRCan, 2005). 


The CFS A2K Policy has three objec- 
tives: 


e foster the migration of the CFS 
toward providing free, open access 
to its knowledge assets, while recog- 
nizing the need for cost recovery 
and access restrictions in some 
cases; 


+ provide a framework for consis- 
tently classifying CFS’s diverse 
knowledge assets within a cost 
and accessibility matrix; and 


+ begin managing knowledge created 
and owned by the CFS as an asset. 


Policy Implementation 


Guidelines explain what is included 
and excluded from the policy. The 
policy applies to all knowledge assets 
created solely by the CFS. For part- 
nerships, assets with a majority CFS 
interest should be included, while 
assets with minority CFS interests may 
be excluded. Specified exclusions 
include assets created on behalf of 


CFS A2K Policy Directives 


The objectives are embodied in nine directives. 


1. Knowledge assets that have been created through public funding are publicly 
owned, through the CFS on behalf of the Crown. 


2. Employees of the CFS who collect data for research are allowed privileged use 
of those data for a period of up to two years. Exceptions may be provided on a 


case-by-case basis. 


3. When knowledge assets are created through multi-party agreements, ownership 
and use rights, and responsibilities will be negotiated 
in advance to minimize divergence from the A2K Policy. 


4. The CFS provides clear statements of rights and responsibilities to its employ- 


ees, Clients, partners, and stakeholders. 


5. The CFS provides unrestricted access to its knowledge assets 
whenever possible. When access is restricted, the CFS tries to ease the restric- 


tion as circumstances allow. 


6. The CFS intends to have the characteristics of its knowledge assets match those 


requested by most users. 


7. The CFS alerts users to access limitations and tries to overcome these limita- 


tions on a casebycase basis. 


8. The CFS provides service that is consistent with generally accepted best prac- 


tices. 


9. The CFS intends to provide access to its knowledge assets at little or no cost. 
When a fee is charged, the CFS will provide an explanation. 


another party, assets acquired through 
purchase, assets protected through 
legislation, classified assets, and 
published material. 


In keeping with the complex nature of 
knowledge, the guidelines emphasize 
common sense and judgment rather 
than prescriptive rules and practices. 
The resulting framework supports 
reasonably consistent interpretation 
and application. These guidelines also 
provide recommendations and sugges- 
tions, coupled with explanations and 
examples of how knowledge assets 


should be classified. The thrust is to 
let managers manage and expect them 
to do so. 


An organization cannot manage 

what it knows unless it knows what it 
knows. Therefore, a knowledge assets 
inventory was developed to administer 
the A2K policy. The inventory includes 
an Intranet interface to enter informa- 
tion about knowledge assets; a search- 
able database to capture and store the 
information; and an interface to allow 
all CFS employees to search the data- 
base. A process was established to 
monitor population of the inventory. 
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Looking Forward 


The A2K Policy is intended to increase 
the relevance of the NRCan-Canadian 
Forest Service in the emerging 
knowledge-based economy. Its nine 
directives include considerations of 
ownership, use, responsibilities, access, 
and service to clients (see accompany- 
ing textbox). It couples a framework 
for consistent interpretation with 
broad discretionary authority. 


A number of steps have been taken to 
begin implementing the Policy. It is 
well understood, however, that the 
road ahead is paved with challenges, 
and that a substantial cultural transfor- 
mation will not be easily or quickly 
accomplished. But we have taken the 
first step of promoting the evolution 
of a science culture from an organi- 
zation of intelligent people to an 
intelligent organization. 
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RECENT PUBLICATIONS 


Synthesis Report 


Canada 


Economic Instruments for Water Demand 
Management in an Integrated Water 
Resources Management Framwork: 
Synthesis Report 


Based in part on an Experts Symposium held in June 
of 2004, the report reviews the use of economic instru- 
ments for water demand management, such as pricing 
and markets. 


Exploring New Approaches to Social 
Policy: Synthesis Report 


In December 2004, the PRI held a highly successful 
conference dealing with a number of significant social 
policy developments: the aging population, the role of 
the social economy, social capital as a policy tool, and 
new approaches to addressing poverty and exclusion. 


The conference provided a forum to present and, to 
some extent, validate research findings. It also featured 
many stimulating presentations from international 
experts, allowing comparisons as to how social policies 
evolve in other industrialized countries. 


A Life-Course Approach to Social Policy 
Analysis: A Proposed Framework 


This paper proposes a framework to describe the goals 
and results of social policies. It suggests that a life- 
course approach, focusing on the trajectories of indi- 
viduals through life, may be the proper foundation 

to build this framework. At a minimum, the proposed 
framework provides a way of conceptualizing the rela- 
tionships between individuals and society that is con- 
sistent with emerging thinking about social policy. It 
could also be a practical policy tool, leading to the real 
beginning of evidence-driven social policy. 
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s the Social Capital as a Public 

Policy Tool project comes to a 

conclusion, the PRI is publish- 
ing a series of documents that demon- 
strate that social capital is a useful 
and appropriate concept within the 
context of federal government policy 
research, development, and evalua- 
tion. The PRI work outlines how this 
concept permits a fresh and innova- 
tive look at how public actions can 
capitalize on social ties to meet pro- 
gram and policy objectives. It describes 
how it is possible — and why it is desir- 
able — to consider more systematically 
relationship dynamics and networks 
of co-operation that occur at different 
levels and in diverse fields linked to 
public policy. 


Among the documents being released 
in September 2005, Measurement of 
Social Capital: Reference Document for 
Public Policy Research, Development, and 
Evaluation explores several ways in 
which a government can empirically 
concretize the social capital concept. 


It is not easy to capture the presence, 
manifestations, and operations of 
social capital. Several public organiza- 
tions have stepped up their efforts to 
measure the social capital dimension 
of populations, but the type of data 
generated by this approach cannot 
always inform public policy. This situa- 
tion contributes to the scepticism that 
continues to plague the concept. 


Participation as a Dependent 
Variable: A Limited Approach 
to Social Capital 

In the autumn of 2004, Statistics 
Canada published the results of its first 
major survey on social capital. Cycle 


17 of the General Social Survey (GSS) 
on social engagement was the first 


cycle to integrate several of the major 
dimensions linked to social capital 

in the literature, namely the level of 
social and civic participation, degree 
of trust, typology of mutual aid and 
reciprocity, safety, and sense of belong- 
ing. The statistical agency’s methodol- 
ogy aimed to document, in detail, the 
major determining factors or sources 
of social capital within various seg- 
ments of Canadian society. In this 
regard, the concept was approached 

as a dependent variable. From an ana- 
lytical perspective, the data lead one 
to study social capital as an end in 
itself, that is, as an attribute of popula- 
tions. A cluster analysis allows one to 
describe which types of people do or 
do not have social capital. We must 
note, however, that technical consider- 
ations (namely duration of the survey 
and respondent burden, reliability, 
and simplicity of questions, compara- 
bility with other surveys) favoured 

the inclusion of variables related to 
the participation element of social 
capital, hence the survey title “social 
engagement.” This choice of content, 
inevitably made to the detriment of 
other variables, restricts the possibilities 
for investigating relational dynamics 
that play out in other circumstances, 
notably in social networks, which are 
poorly documented. 


From a public policy standpoint, the 
GSS allows us to pursue our research 
on the institutional conditions of 
social participation and cohesion. 
Why do certain types of individuals 
participate (or not) in a specific aspect 
of civic life? The Survey does not, 
however, allow us to investigate the 
contribution of social capital as an 
explanatory variable, that is, as a factor 
explaining some important outcomes: 
why do individuals who participate 
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in a specific aspect of civic life find it 
easier to overcome certain difficulties 
in their personal lives? The survey 
contains a limited number of variables 
more directly related to the social, eco- 
nomic, and health outcomes pertinent 
to public policy. 


Social Networks as an 
Explanatory Variable 


As part of its project, the PRI explored 
an alternative approach to social capi- 
tal, focusing on the concept’s strategic 
role in the achievement of particular 
socio-economic or health outcomes of 
importance to public policy. In other 
words, the project focused on social 
capital as a variable explaining other 
social phenomena. In addition, the 
PRI adopted a social capital perspective 
centred on the “social networks that 
give access to resources and support.” 
A focus on networks fosters an under- 
standing of the relationship compo- 
nent of various spheres of life, such 

as family relationships, wider social 
relationships, work relationships, 
community relations, networks of 
contacts, business networks, local 
networks, co-operation networks, 
partnerships, and joint ventures. 


From an empirical perspective, such 
an approach suggests that we must 
research variables that differ noticeably 
from those that have interested social 
capital researchers until now. More 
precisely, it is the characteristics of 
networks of relationships among indi- 
viduals and groups, as well as their 
dynamics, that become the objects of 
social capital measurement. 


A network-based approach to social 
capital helps to dissipate the current 
confusion surrounding the unit of 
analysis of social capital measurement. 


Instead of engaging in endless debates 
on the relevance of aggregating data 
collected at the individual level to 
characterize a community or country’s 
social capital, the network approach 
allows researchers to consider individ- 
ual social capital and collective social 
capital as two distinct but interrelated 
areas of research. At the individual 
level, social capital refers to the bene- 
fits that individuals derive from their 
networks of social relations. In con- 
trast, collective social capital refers to 
the benefits that the community 
derives from associational dynamics 
connecting groups and associations. 
The subject of analysis, namely the 
relationship, is measured the same 
way regardless of the type of network 
in question. Consequently, the size of 
an individual’s network (the number 
of relationships the individual has 
with various people) is of as much 
analytical importance as the size of 
the network of a community group 
(in this instance, the number of other 
organizations with which this group 
interacts). 


Measuring the Intangible 


Developed for public policy 
researchers, the reference document 
on the measurement of social capital 
uses this approach to evaluate the vari- 
ous ways of studying social capital, be 
it individual or collective. Borrowing 
on the concepts and research tools 
used in the analysis of social networks, 
the document proposes a series of 
social capital indicators and several 
measurement tools for examining 
network structures (the characteristics 
of networks, their members, and their 
social ties) or their specific dynamics 
(conditions underlying the creation 
and mobilization of networks in 


specific contexts). It also describes 
relatively simple and proven tech- 
niques to measure several network 
aspects. Notably, generators (name, 
position, resource, and context) repre- 
sent a collection of techniques that, 
used alone or collectively, can generate 
a host of data with which to paint a 
portrait of networks and understand 
their dynamics. A generator is made 
up of a series of questions of the type 
“Name the individuals from/with 
whom you ...”, which allows 
researchers to develop a matrix of 
social relationships for further analysis. 


The reference document also touches 
on the advantages and disadvantages 
of various methodological strategies, 
both qualitative and quantitative, for 
the investigation of social capital in 

a Canadian public policy context: 
compilation of statistical data, devel- 
opment of indicators, special surveys, 
standardized statistical modules, case 
studies, meta analysis, observation, 
analytic lenses, social experimentation, 
etc. It describes how such strategies 
can be implemented at various stages 
of the policy and program develop- 
ment, from research and development 
to implementation and evaluation. 
Finally, the document proposes more 
concrete directions for investigating 
the role of social networks within 

the three policy areas where social 
capital is particularly relevant, namely 
assisting populations at risk of social 
inclusion, supporting major life tran- 
sitions, and promoting community 
development efforts. 
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| SEPTEMBER 2005 
a Social Capital as a Public 


Social Capital as a Policy Tool: Project Report 


Public Policy Tool 
Project Report 


This report provides a synthesis of the 
key findings from the PRI social capital 
project in the areas of conceptualization, 


September 2005 


PRI Project 


eas implications for public policy, and meas- 
urement efforts. 


SEPTEMBER 2005 
Social Capital in Action: 
Thematic Policy Studies 


The project established interdepartmental 
Fate polly os working groups to oversee the develop- 
September 2005 ment of a series of thematic policy studies 
by experts on the best available evidence 
in areas of strategic importance to the 
ccs Government of Canada. Eight specific 

| policy and program areas are examined 
in a Canadian context: poverty reduction, 
healthy aging, settlement of new immi- 
grants, educational outcomes of Aborigi- 
nal youth, youth civic engagement, 
community crime prevention, policing 


in First Nations communities, and the 


Measurement of Social role of local associations in community 


Capital 
Reference Document for Public development. 


Policy Research, Development, 
and Evaluation 


RNA SEPTEMBER 2005 

Measurement of Social 
Capital: Reference Document 
for Public Policy Research, 
Development, and Evaluation 


PRI Project 


Social Capital as a Public Policy Tool 


This report provides an analysis of 
efforts to measure social capital and 
Cone concludes with key recommendations 


for future measurement efforts in a 
public policy context. 
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broad consensus is developing 
within Canada’s regulatory 
ommunity to the effect that 

there is no coherent, systematic, and 
integrated information system about 
the cost of regulating or the impacts 
of regulations on regulated sectors. 
Related to this issue is the relative 
paucity of regulatory research and 
analysis in Canada compared to other 
developed countries, such as the 
United States and United Kingdom. 


A recent scan of work being done 

by research institutions in Canada 
confirms a relative weakness in the 
Canadian regulatory research and 
analysis infrastructure, a finding that 
both the External Advisory Committee 
on Smart Regulation and the PRI have 
independently verified. This is a 
potentially significant impediment to 
Canada’s ability to regulate efficiently 
and understand the effects of regula- 
tions on the economic and social 
well-being of Canadians.! 


To address this scarcity of research and 
data, the PRI and the Privy Council 
Office’s Regulatory Affairs Division 
have launched the Regulatory Data 
Development and Analysis Project. 
Participants include experts from the 
Treasury Board Secretariat, Statistics 
Canada, and other departments. The 
project focuses on taking incremental 
steps toward building a regulatory 
knowledge base, on the premise that a 
concerted effort to collect and organize 
various regulatory data and informa- 
tion in a systematic and integrated 
framework, conjoined with a deliberate 
strategy to build up the regulatory 
research and analysis infrastructure, 
will make a vital contribution to 
Canada’s ongoing efforts to improve 
regulatory management and quality. 


We know little about the resources 
expended by the federal government 
in the execution of its regulatory 
function, and we know even less 
about the cost of compliance to regu- 
lated entities. While there have been 

a few attempts to measure the federal 
government’s expenditures on regula- 
tions, these approaches have been ad 
hoc and opaque in their methodolo- 
gies. Indeed, it is currently not possible 
to determine, with any degree of 
certainty, Canada’s regulatory expendi- 
tures, the size of the regulatory labour 
force, nor how these resources are 
distributed across various areas of 
regulatory endeavour. 


This lack of knowledge is due, in part, 
to the fact that regulatory reforms to 
date have tended to concentrate on 
process management issues, not on 
the costs and benefits of regulation. 
Further, the government’s expenditure 
reporting systems and public accounts 
have not been designed to provide 
detailed information on the cost to 
the federal government of fulfilling its 
regulatory function.2 


In the short term, the objective of the 
research is to develop a sound method- 
ology to estimate federal government 
regulatory expenditures from existing 
data sources. The proposed metho- 
dology will take advantage of the 
government’s existing method of cap- 
turing departmental expenditures, the 
Program Activity Architecture system, 
at its most disaggregated level (both in 
terms of budget and activity descrip- 
tion) to refine the estimates. 


The initial building blocks for a regu- 
latory knowledge base exist. While 
changes to existing departmental 
reporting mechanisms are not anti- 
cipated, the challenge will be to 
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reorganize the various sources of data 
now dispersed across the Treasury 
Board Secretariat, Statistics Canada, 
and regulatory departments into a 
coherent regulatory information 
system. The project will require 
significant initial investment by its 
interdepartmental working group 
to address complex methodological 
and data collection issues, as well as 
ongoing input and co-operation of 
departments. 


The development of a regulatory 
knowledge base will allow the govern- 
ment to assess regulatory capacity in 
the system. It will also provide a tool 
for interacting with the regulatory 
research and policy community both 
within and outside government. This, 
in turn, should increase the likelihood 
of regulatory innovation, and provide 
data and information to support 
evidence-based regulatory policy. 


The PRI is preparing a detailed work- 

ing paper on this subject. Preliminary 
results from the project will be avail- 

able in the fall of 200S. 
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Canada is not alone in this regard. In 
1997, the OECD reported that regulatory 
costs are the least controlled and least 
accountable of government costs. The 
relevant article stated that many govern- 
ments have no idea how much of their 
national wealth they are spending 
through regulation. (OECD Public 
Management Service. 1997. “Issues and 
Developments in Public Management: 
Survey 1996-1997.” OECD, Paris.) 


Government concerns about the on- 
budget costs of regulating have been 
minimal, except in the case where user 
fees are charged for regulatory services. 
Even in this area, determining the on- 
budget costs to government of delivering 
regulatory services for the purposes of 
charging fees has been fraught with prob- 
lems (as observed by both the Standing 
Committee on Finance and the Auditor 
General). Indeed, the organization of 
fees for regulatory services had by 2004 
become so problematic that Parliament 
passed new legislation, the User Fees Act, 
to bring more discipline to user charging. 
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ata are collected for the 
purpose of making decisions. 
However, data alone are rarely 


sufficient. The data must be inter- 
preted, organized, stored, and made 
available to users. There is a further 
step, however, which is not always 
acknowledged: enabling or empower- 
ing decision makers, whether expert 
or generalist, to use that which is 
made available effectively. Two recent 
meetings focused on different aspects 
of that final step in using data. 


A small workshop, run by the PRI 

in co-operation with Environment 
Canada, explored integrated landscape 
management modelling (LMM) as 
one way to bring place-based data 
and knowledge to bear on decision 
making. Held February 28-March 1, 
200$ this event brought together 
about 60 professionals from across 
Canada and around the world to 
develop the beginnings of a vision for 
a national ILMM capacity for Canada. 
À workshop report and two briefing 
notes on ILMM can be found by 
following the Publications link at 
<www.policyresearch.gc.ca>. 


A second workshop, held by Natural 
Resources Canada (NRCan) in colla- 
boration with the Treasury Board 
Secretariat on May 11-12, focused 

on transforming public science and 
technology services. With about 70 
participants, half from NRCan and 
half from other federal departments, 
this meeting aimed to develop a 
consensus on what public knowledge 
services are, and what actions science- 
based departments and agencies can 
take to improve them. Both meetings 
shared a common theme: making 
data, information, and expertise more 
useful by making it easier to access 
and easier to use. 


At the NRCan workshop, Fred Gault 
(Statistics Canada) defined a knowledge 
service as one that conveys knowledge 
and a capacity for action, meaning 
that the service has to be designed 

to take into account the absorptive 
capacity of the recipient. Most of the 
services discussed at this workshop 
related to new opportunities presented 
by digital information technologies, 
particularly the Internet. At the higher 
end, conversation turned to ILMM 
and similar “understanding added” 
knowledge services. Bernard 
Dumouchel (Canada Institute for 
Scientific and Technical Information) 
discussed new partnership models 

for exploiting scientific information 
within the federal government and 
with external stakeholders. The 
workshop also showcased innovative 
programs, from new approaches to 
combining diverse data sets for public 
access, to developing specialized deci- 
sion-support tools integrating infor- 
mation and knowledge from a range 
of disciplines for renewable energy and 
land-use planning decision making. 


The ILMM meeting developed a suite 
of visions for a national capacity for 
ILMM. These visions range from the 
minimalist improvement of data 
access and sharing, to common 
standards and a full-fledged multi- 
centre national institute for ILMM. 
Presentations by the US Army Corps 
of Engineers and others involved in 
large ILMM efforts helped define the 
challenges and opportunities that 
will come with developing a national 
ILMM capacity. 


Together, these workshops reinforced 
the importance of going beyond data 
collection and analysis, to reach the 
decision maker and stakeholders. With- 
out that final step, the data collection 
effort may well be largely wasted. 
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Integrated Landscape Management Modelling 


Integrated landscape management modelling uses sophisti- 
cated process and statistical models to turn data and knowl- 
edge about an area into scenarios for decision makers. Often 
compared to the popular game SimCity, ILMM allows stake- 
holders and decision makers to explore the implications of 
data and knowledge with-out needing to develop a personal 
understanding of the intricate relationships between dis- 
parate variables, such as highway construction, urban sprawl, 
and greenhouse gas emissions. As such, it may represent the 
apex in knowledge services, making knowledge acquired by 
others useable without it needing to be understood. 


The ILMM approaches could be particularly useful in areas 
where trade-offs are required, for example, in environmental 
impact assessments of large projects. By combining social, 
economic, and environmental models into a single package, 
ILMM approaches allow users to test different management 
scenarios, to refine their decisions to provide the optimum 
balance of outcomes. This not only helps decision 

makers make the right choices, it 
allows stakeholders to verify for 
themselves that the decision 
makers are getting it right — 
potentially greatly reducing 
conflict between stakeholders. 


The Sustainable Development Project 
publishes Briefing Notes — 4 page 


essays — providing a rapid orientation Modelling 


els ice May 2005 
to various issues in freshwater man- 


agement and sustainable develop- 
ment. Topics so far range from 
Integrated Water Resource Manage- 
ment to Exporting Canada’s Water. 


March 2005 


Wet Industry: An Opportunity for 
Strategic Municipal Water Demand 
Management 

June 2005 


March 2005 
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February 2005 


Sustainable Development Briefing Notes 


Towards a National Capacity for 
Integrated Landscape Management 


Do European Water Abstraction Taxes 
Affect Competitiveness? 


Federal Commitments to Freshwater: 
Three Generations of Sustainable 
Development Strategies 


Market-Based Instruments for Water 
Demand Management I: The Use of 


While today’s ILMM developers focus largely on a single 
issue at a time (such as urban sprawl or forestry operations), 
they are rapidly reaching — perhaps have already reached — 
the point where these models could be made mandatory for 
large projects. Certainly, in other jurisdictions around the 
world, this is starting to be the case, with such models being 
a normal part of the US Army Corps of engineers project 
evaluation, and with models also being recommended for 
evaluating all new government policies, programs, and proj- 
ects in the United Kingdom. To do this in Canada would, 
however, require a national ILMM capacity that we do not 
yet have, even though Canadians lead the world in many 
areas of ILMM development. 


A number of barriers stand in the way of developing such 
a national capacity. These include the ubiquitous jurisdic- 
tional and thematic silos in which most research and deci- 
sion making are carried out, the lack of co-ordination in 
data policies and, perhaps most important, a degree of 
“early-adopter anxiety” on the part 

of decision makers reluctant 

to be the first to use these new 

tools. With federal leadership, 
however, these barriers could 
be overcome. 


Market-Based Instruments for 
Water Demand Management II: 
Water Markets 

February 2005 


Integrated Landscape Management 
Models for Sustainable Development 
Policy Making 

January 2005 

Exporting Canada’s Water I: Outside 
of NAFTA 

January 2005 


Integrated Water Resource Manage- 
ment 
June 2004 
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Te ability to understand per- 
sonal and broader financial 
matters, and to apply this 
knowledge toward sound financial 
decisions, has recently been associated 
in Canada with a variety of positive 
outcomes, from increased social and 
economic inclusion to greater asset 
accumulation. Research suggests 
that financially capable people are 
better able to participate in main- 
stream financial services and to 

take full advantage of public benefits 
and programs. 


A recent review of Canadian and 
international research, policy and 
practice, found little agreement on 

a conceptual framework for financial 
capability in Canada, even as evidence 
indicated that disadvantaged sub- 
groups are often seriously underserved. 
In response, Social and Enterprise 
Development Innovations (SEDD, 

the Policy Research Initiative (PRI), 
and the Financial Consumer Agency 
of Canada (FCAC) convened this 
national policy symposium to explore 
the need for a financial capability 
agenda in Canada. As the symposium 
progressed, it became apparent that 
participants strongly believe that such 
a need exists. 


Somewhat surprisingly, there was little 
debate regarding the definition of 
financial capability. While Paul Worral, 
Basic Skills Agency (United Kingdom), 
identified a number of different defi- 
nitions that varied fundamentally in 
how knowledge and behaviour related 
to one another, he, like most other 
participants, preferred to focus on a 
concept of financial capability that 
emphasized not just knowledge, but 
also a comfort with the subject matter 
that permitted confident, prudent 
decision making. This position is 
reflected in polls in the United States, 


where a vast majority (97 percent) 
believe financial education should be 
a core component of K-12 education 
curricula, although this consensus 
breaks down somewhat when discus- 
sions focus on what specifically should 
be taught and how. 


In short, it was apparent at the 
symposium that there is a common 
understanding of what this basic skill 
set is intended to accomplish, even if 
agreement on the specific components 
of the skill set (e.g., numeracy, literacy, 
familiarity with key aspects of the 
economic system, etc.) is still to come. 
This may reflect general agreement 
with the assertion of Garry Rabbior, 
Canadian Foundation for Economic 
Education, that it is a responsibility 

of a free society to ensure that individ- 
uals have the knowledge, skills, and 
opportunities to utilize effectively the 
freedom and individual empowerment 
on which these societies are based. 
Opportunities are of little value if 
people are unequipped to take advan- 
tage of them. 


While financial capability has not 
figured prominently on the policy 
research agenda in Canada, signifi- 
cant information on this issue has 
been collected through various initia- 
tives and projects. The Adult Literacy 
and Life Skills (ALL), International 
Adult Literacy (IALS), and Program 

for International Student Assessment 
(PISA) surveys tell us a great deal about 
the basic skills, particularly literacy 
and numeracy, that underpin finan- 
cial capability. These studies indicate 
that while Canada’s initial education 
system effectively provides the skills 
needed to rate near the top of world 
standings, overall indicators of numer- 
acy and literacy specifically place 
Canada ahead of only about two 
thirds of the nations surveyed. It is 
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Canadians and Their Money 


This national symposium on financial capability brought together 150 researchers, 
analysts, policy makers, and service providers from government, the private sector, 
voluntary organizations, and other social actors to work toward a financial capa- 
bility agenda in Canada. Presenters and participants came from Canada, the 


United States, and Europe. 


Organized by SEDI (Social and Enterprise Development Innovations), the Policy 
Research Initiative and the Financial Consumer Agency of Canada, the Canada 
School of Public Service managed the event. Co-sponsors included Canada 
Deposit Insurance Corporation, Human Resources and Skills Development 
Canada, Statistics Canada, the Investor Education Fund, Social Development 
Canada, the Canada Mortgage and Housing Corporation, and the National 


Homelessness Secretariat. 


The financial capability background paper, as well as presentations made at the 


event, can be found the PRI web site. 


also noteworthy that significant varia- 
tions exist among the provinces, with 
Alberta consistently scoring among the 
best in the world. 


Other data on how individuals learn, 
and on the relationship between 
knowledge and behaviours, have been 
developed in the United States, the 
United Kingdom, and Canada. Of 
particular note were observations 

by Professor Eldar Shafir, Princeton 
University, regarding the relationship 
between human reasoning and eco- 
nomic decision making. Drawing 

on work by economists, sociologists, 
psychologists, and experts from other 
fields, Dr. Shafir argued that decisions 
are frequently made to conform with 
environmental standards and expec- 
tations in the immediate term. Thus, 
even when available evidence suggests 
a decision may not be wise in the 
long term, an individual may choose 
a suboptimal course of action. Jeanne 
Hogarth, Federal Reserve Board 
(United States) and Terri Williams, 
Investor Education Fund, made similar 


observations and discussed how their 
organizations attempt to respond to 
these findings. Many of these findings 
regarding behaviours are universal 
enough that they can be applied in 
the Canadian context with some con- 
fidence, at least until more domestic- 
based research is available. 


In light of research findings and obser- 
vations from participants, it became 
clear as the conference developed that 
the issue of financial capability needs 
to be considered within the context 

of two separate population segments 
within the market. The first segment 
is that of the majority of Canadians. 
Within this market environment, 
Canadians with “decent” earnings and 
assets appear to be served effectively 
by mainstream financial institutions 
and supports (although concern con- 
tinues to be expressed about investor 
knowledge, particularly regarding 
retirement decisions). Through organi- 
zations, such as the Investor Education 
Fund and the Canadian Bankers Asso- 
ciation, research is being conducted, 
lessons learned, and support provided. 


The second population segment 
appears to be much more poorly 
served. Unfortunately, it is within 

this segment that those already on the 
fringes of Canadian society frequently 
must pursue their financial activities. 
Mainstream financial institutions offer 
far fewer services to these individuals 
compared to those enjoyed by main- 
stream society. Outreach activities to 
marginalized communities are simi- 
larly sparse. According to Sue Lott, 
Public Interest Advocacy Centre, these 
decisions have caused excluded groups 
to turn away from mainstream services 
toward alternative service providers, 
such as payday loan operations, that 
are perceived as being more responsive 
to day-to-day income needs, and as 
being more welcoming of their busi- 
ness. With effective annual interest 
rates of more than 500 percent for 
many small loans, these decisions, 
often made on mistaken premises (if 
for understandable reasons pertaining 
to day-to-day expenses), can signifi- 
cantly undermine efforts to improve 
socio-economic inclusion. There was 
strong support at the symposium for 
regulatory reforms and initiatives that 
would curtail these practices. 


While participants agreed that policy 
must address financial capability 
challenges, concern was continually 
expressed that these new efforts 
should not detract from the need 

to improve the responsiveness of 
mainstream financial services and 

the effectiveness of traditional income 
support programs. For example, while 
acknowledging the importance of the 
significant support being offered to 
those with “decent” earnings, assets, 
and inclusion, participants asserted 
that mainstream financial providers 
must improve their services for 
low-income communities and develop 
programs to compete with those of 
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Post-Symposium Workshop: Data Sources for Research on Financial 
Capability 


Following a day and a half of symposium deliberations, 
Statistics Canada researchers and about 50 participants 
attended a post-symposium workshop. Using various 
data sources, the researchers presented analyses that 
related behaviour, savings, and expenditures, providing 
clear illustrations of the kind of work that can be done 
to illuminate issues related to financial capability. 


The session began with an examination of savings behav- 
iour for children’s future education. Sophie Lefebvre used 


the 2002 Survey of Approaches to Educational Planning 
to explore the factors associated with savings by parents 
for their child’s post-secondary education. As expected, 


mortgages, income levels, and expectations (both for the 


child and of future financial support) affected savings 
rates. Awareness of government programs, such as the 
Canada Education Savings Grant, and other supports 

also positively affected savings rates. 


Raj K. Chawla examined the differences between 
“spenders” and “savers” between 1982 and 2001 using 
data from the Survey of Household Spending.! In his 


presentation, Chawla explored the issues of rising indebt- 


edness and stagnant incomes, and compared them 
against personal characteristics over the life course. He 


found that spenders and savers were distinguished more 
by expenditure patterns than by differences in income. 
In particular, spenders were more likely to expend addi- 
tional resources on transportation, particularly auto- 
mobiles, than savers. This effectively demonstrated the 
important role behaviour (and by extension knowledge 
and capacity) plays in household expenditures and 

debt load. 


Beyond behaviour, household income levels are obvi- 
ously important in determining whether saving occurs. 
Through the use of tax data, Genevieve Clavet outlined 
how those who maximize their Registered Retirement 
Savings Plans (RRSPs) were typically older (aged 45-54), 
married, and had higher family incomes. This strong 
correlation leaves little room for behavioural differences, 
though it might indicate how successful past efforts have 
been in educating the public about the general benefits 
of saving for retirement: those who can, do save. 


Although people may be trying to save money in their 
RRSPs, there is no guarantee that they are receiving 
sound financial advice. Using the General Social Survey, 
as well as data from the 1981 and 2001 censuses, Grant 


cont'd on page 64 


fringe financial services in the area of 
“small loans” (which can be used to 
address a wide variety of day-to-day 
expenses, such as car repairs or replac- 
ing a refrigerator). Richard Shillington’s 
critique of existing government wel- 
fare programs was also well received. 
He argued that programs are fre- 
quently so complex that it is difficult 
for individuals to identify financial 
implications for their earnings and 
savings. Similarly, Shillington’s 
demonstration of how interactions 
between federal and provincial pro- 
grams targeting the poor can result 

in effective tax rates exceeding 

- 100 percent made clear that financial 


capability alone is not the answer — 
aspects of existing government and 
private sector supports must be made 
more rational. 


Overall, Canada appears to lag in the 
development of a financial capability 
agenda. Presentations by Gill Hind, 
Financial Services Authority (United 
Kingdom) and Dan lannicola, Depart- 
ment of the Treasury (United States), 
on their respective government’s 
financial education programming 
indicates international movement on 
developing such agendas. An OECD 
research project on cataloguing and 
evaluating financial education initia- 


tives around the world further high- 
lights an emerging international con- 
sensus regarding the importance 

of this policy issue. 


There is sufficient research on this 
issue from both Canada and other 
countries to begin to put in place the 
key pillars of a financial capability 
agenda. It is clear that financial capabi- 
lity is a policy issue that both directly 
contributes to economic inclusion and 
supports other efforts toward this goal, 
such as asset accumulation. Solutions 
will require a co-ordinated approach 
built on collaboration between various 
agencies and actors. Where research is 
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Schellenberg found that immigration status, having low education, and 
low household income are all correlated with the likelihood of not getting 
financial advice. 


One theme that resonated throughout the symposium concerned the 
role financial capability can play in determining the take-up of various 


government programs and benefits. Preston Poon used the Survey of Finan- 


cial Security to explore the take-up of the Guaranteed Income Supplement, 
finding that only four in ten seniors who were eligible to apply for the sup- 
port did so. Social Development Canada has since taken measures to use tax 
data to identify those eligible to apply and inform them of the availability 
of the benefit. 


All these findings are significant and effectively demonstrate what can be 
done with existing data sources to pursue policy-relevant research on finan- 
cial capability. In addition to the Statistics Canada presentations, Richard 
Shillington (Tristat Resources) took a few minutes to outline the kinds of 
information one would ideally have available to address issues related to 
financial capability. In particular, better information is needed in regards 

to what Shillington described as the complex terrain of social benefits that 
Canadians may access. Although challenging from a data collection per- 
spective, more needs to be done to understand the web of benefits (income- 
tested, asset-tested, and other forms of support) that people access and their 
various interdependencies. Moreover, this information would ideally be 
collected using the family or household as the unit of analysis, to better 
understand the complex dynamics at work and to better co-ordinate 
policies and programs. 


Shillington also remarked on the challenges faced by researchers outside 
of government and academia in obtaining access to Statistics Canada data 
sources. This spurred some animated discussion, although participants ulti- 
mately agreed that the issue was beyond the scope of the workshop. 


needed on this issue, it is primarily in 
the area of indicators, so benchmarks 
can be established and progress 
measured. This issue and others will 
be discussed in greater detail in a 
report prepared jointly by the sympo- 
sium organizers, scheduled for release 
in September 2005. Thoughtful com- 
ments by the Honourable Claudette 
Bradshaw, Minister of State (Human 


Resources Development), on how 
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policy research needs to keep in 
touch with communities and people 
on the ground also suggest avenues 
for future work. 


1 “Spenders” are defined as those house- 
holds whose current consumption out- 
strips their annual household income, 
while “savers” are those who spend less 
than their earned and other income. 
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he Government of Canada committed in 2004 to making the social econ- 

omy a key part of Canada’s social policy tool kit. In keeping with that 

commitment, some initial steps have been taken. The departments of 
Industry and Social Development have begun to implement the social economy 
initiatives set out in Budget 2004, and the Social Sciences and Humanities 
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INTRODUCTION (continued) 


Research Council of Canada (SSHRC) 
has already developed new funding 
opportunities to promote research on 
this field of activity. 


Following on the Government of 
Canada heightened interest in the 
social economy, the Policy Research 
Initiative (PRI) teamed up with the 
SSHRC in September 2004 to sponsor 

a roundtable to discuss policy research 
needs for supporting the social econ- 
omy. Experts addressed the topic at the 
PRI’s December 2004 social policy con- 
ference. In July 2005, the PRI released 
What We Need to Know About the 
Social Economy: A Guide for Policy 
Research, which provides background 
on the social economy, identifies 
research issues whose examination 
would support the development of 
policies and programs, provides sugges- 
tions for how this research might be 
conducted, and points to some useful 
information sources. 


This issue of Horizons continues the 
exploration of the social economy 

in Canada, and strives to answer the 
interrelated questions: why should 
governments be interested in the social 
economy, and what is the appropriate 
role for government in this field? 


The articles in this issue are not 
intended to update readers on what 
exactly the social economy entails. 
Viewpoints in this regard differ, reflect- 
ing the great diversity of experience 
across Canada in this area. Rather, the 
aim is to help readers gain a better 


understanding of the different guises 
and areas of activity of this organiza- 
tional form, which borrows from 
market practices and principles, as well 
as from both the government delivery 
of public services approach and the 
community model used by non-profit 
organizations. Greater awareness of 
the principles underlying the three 
approaches can lead to enhanced 
appreciation of the potential of the 
social economy and understanding 

of its added contribution as a develop- 
ment management model that inte- 
grates social, economic, cultural, and 
environmental goals.! This apprecia- 
tion and understanding will, in turn, 
make it easier to identify the role the 
Government of Canada might take on. 


Louis Favreau’s article provides back- 
ground information on what led the 
Government of Quebec to adopt in 
1996 a broad, inclusive definition of 
social economy that incorporates all 
co-operative and mutual aid move- 
ments as well as areas of concern to 
associations. Jean-Marc Fontan looks 
at the role of research in implement- 
ing the Quebec approach. He identifies 
important social economy research 
issues and their implications for public 
policy in Canada. 


The contributions of Eugene Kostyra 
and Shauna MacKinnon complement 
one another, as they both explore 
the Manitoba government’s commu- 
nity-based economic development 
(CBED) policy, revealing similarities 
and differences with the Quebec 
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approach. Comparing the CBED to 
the social economy, MacKinnon 
notes that both pursue the same goals 
of better social inclusion and greater 
socio-economic equity. 


No other part of Canada has a CBED 
or social economy approach as fully 
integrated into the social or economic 
policy tool kit, yet, according to Alan 
Painter, this sector accounts for about 
two and a half percent of Canada’s 
gross domestic product. The social 
economy in this country has grown 
to such an extent in recent years that 
its importance makes Canada stand 
out among developed countries. 


It seems then that the field of social 
economy is faring well. Why, then, 
should governments express greater 
interest in it? What role should they 
be playing? Denis Harrisson shows 
how the social economy is rooted in 
social innovation while at the same 
time fuelling that innovation. He 
suggests that governments have a 
role to play in supporting the social 
economy for the same reasons they 


now support technological innovation. 


David LePage provides a striking 
example of social innovation leading 
to the development of the social 
economy. By developing the Social 
Purchasing Portal, Vancouver’s Fast 
Track to Employment team created 

a tool for extending a sector of the 
marketplace to incorporate social and 
environmental objectives effectively. 


In a second article, Alan Painter 
discusses the case of the Roasted 
Cherry Coffee House, a social 
economy enterprise referred to in the 
Speech from the Throne, and ponders 
the role government should play in 
supporting such organizations. He 
suggests that the social economy is 

a promising approach, but that gov- 
ernment investment decisions in this 
field of activity should be based on 
more precise goals, as well as on an 
organization’s capacity to attain those 
goals effectively. 


Stuart Sykes and Derek Hum con- 
tribute to the debate on the support 
role of the state by proposing that 
the various options explored include 
a purchase voucher-based approach 
whereby the social economy is sup- 
ported through demand rather 

than supply. 


Mel Evans rounds out this series of 
feature articles by also examining 
the demand side, but with emphasis 
on what the social economy can 
offer individuals at different critical 
moments in their lives. He builds a 
case for the role the social economy 
can play for marginalized people. 


The social economy addresses different 
objectives at the same time, provides 
goods and services to people who 
would not otherwise have access to 
them, and involves communities 

and marginalized groups in new 

ways. Researchers still have much 


Cu 


to learn about the opportunities it 
offers. There are sufficient outstanding 
questions, insights, and research find- 
ings to support further development 
of literature on the role of government 
in the development of the social econ- 
omy. Such literature should be multi- 
disciplinary and should consider 

ends as well as the means imple- 
mented to support this field of activity. 


ean-Pierre Voyer 
Executive Director 


Note 


1 Presentation by Nancy Neamtan, a spe- 
cialist in Quebec social economics, at the 
PRI-SSHRC roundtable held in Ottawa in 
September 2004. 
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is Director General 
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Allen Zeesman 

is Director General 

of the Community Development 
and Partnerships Directorate at 
Social Development Canada. 


Janet E. Halliwell 

is Executive Vice-President 

of the Social Sciences and 
Humanities Research Council 
of Canada. 


Editor’s Note: 

In this article, officials from the 
three departments and agencies 
most implicated to date describe 
recent federal government activities 
and future plans regarding the 
social economy. 


Industry Canada Supports Social Economy Enterprise 


Alfred LeBlanc 
Industry Canada 


he 2004 Speech from the 

Throne committed the Govern- 

ment of Canada to foster the 
development of the social economy 
by creating the conditions for its suc- 
cess and an environment favourable 
to its growth. By late 2005, Cabinet 
had approved the Social Economy 
Pilot Initiative to implement targeted 
programs in support of projects to 
build community capacity for social 
economy activities. This pilot initia- 
tive emphasizes social economy enter- 
prises, defined as those run like regular 
businesses, producing goods and serv- 
ices for the market economy, but man- 
aging their operations and redirecting 
surpluses in pursuit of social and 
community goals. The social and com- 
munity economic development contri- 
butions of these enterprises are diverse, 
ranging from the employment of dis- 
advantaged groups, to addressing local 
environmental challenges, to deliver- 
ing training and skills development, 
and providing affordable housing. 


The $132 million Social Economy 
Pilot Initiative consists of three 
components. 


e the two-year $17 million Capacity 
Building Pilot initiative designed to 
enhance the capacity of organiza- 
tions, communities, and social 
entrepreneurs to pursue and sustain 
social economy enterprises that 
contribute to the social and envi- 
ronmental goals of the community; 


+ the five-year $100 million Patient 
Capital Demonstration Fund, 
which on a regional basis, will 
make loan and patient capital 
financing available to social 


enterprises, taking into consid- 
eration their unique needs and 
responding to their specific start-up 
and growth challenges;! and 

+ the five-year $15 million research 
fund to support research on the 
social economy and mobilize net- 
works and knowledge transfer. (See 
below the description of the SSHRC 
activities by J. Halliwell.) 


Implementation of the pilot initiative 
involves an innovative partnership of 
Industry Canada, Social Development 
Canada (SDC), and the four regional 
development agencies — FedNor, the 
Atlantic Canada Opportunities Agency, 
the Economic Development Agency 

of Canada for the Regions of Quebec, 
and Western Economic Diversification. 
The capacity-building and patient 
capital programs will be delivered 
through the four regional agencies, 
which conducted consultations to 
determine how to deliver most effec- 
tively these funding initiatives in their 
regions. The research fund on social 
economy is managed through the 
Social Sciences and Humanities 
Research Council. 


As well, Industry Canada and the 
regional agencies have reviewed their 
existing small and medium-sized 
enterprise (SME) assistance programs 
to assess to what extent they are acces- 
sible by social enterprises. This review 
found that, for the most part, social 
enterprises are eligible clients of these 
SME-relevant non-financial and finan- 
cial assistance programs. We are now 
exploring what actions might be taken 
to increase awareness among social 
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enterprises about Industry Canada’s 
SME programs and services and to 
tailor SME-related information and 
services to better meet their needs. 


We expect to learn a lot about social 
economy enterprises, as well as the 
most effective ways to support their 


development and growth, during the 
pilot implementation stage. We will 
continue to work with the regional 
agencies and SDC to monitor impacts 
and to support SDC in the develop- 
ment of a broader policy framework 
for the social economy. 


Note 


1 Patient capital is a term increasingly in 
use among social enterprises, community 
organizations, and their funders. It 
describes forms of investment that are 
intended to achieve social benefits while 
also generating a financial return. 


Social Development Canada Lays the Foundation for the Federal Strategy on the 


Social Economy 


Allen Zeesman 
Social Development Canada 


he Government of Canada 

is committed to helping 

communities help themselves. 
That is why the 2004 Budget allocated 
$132 million to developing the social 
economy in Canada, and committed 
to improving access to small business 
programming for social economy 
enterprises. Through this investment, 
the federal government supports peo- 
ple who use their entrepreneurial skills 
in non-profit ventures that improve 
the social and environmental condi- 
tions of communities. 


Social Development Canada leads 
the federal social economy effort. It 


works with many federal departments 
and agencies to increase the number 
of tools and resources available to 
advance the social economy. The 
Department is also laying the foun- 
dation for the development of a 
longer-term strategy to guide the 
Government of Canada’s work on 

the social economy. 


To support the consultation and 
collaboration that are critical to the 
work on the social economy, the 
Department established the National 
Roundtable on the Social Economy. 
It promotes the dialogue and engage- 
ment of key partners, and involves 


approximately 25 members repre- 
senting the social economy and 
community economic development 
organizations, the co-operative, volun- 
tary, and business sectors, and relevant 
federal government departments. 


The Government of Canada recognizes 
the social economy as a new socio- 
economic priority and is committed to 
its development. Social Development 
Canada is moving forward with the 
groundwork for that vision. 


SSHRC Connects Researchers and Social Economy Organizations 


Janet E. Halliwell 


Social Sciences and Humanities Research Council of Canada 


hanks to a special allocation 

of $15 million over five years 

in the 2004 federal budget, 
the Social Sciences and Humanities 
Research Council (SSHRC) of Canada 
established an innovative program 
to support research on the social 
economy that helps mobilize new 
knowledge. The program’s 
objectives are: 


e to contribute to defining policies, 
including an appropriate regulatory 
framework, applicable to the social 
economy; 


¢ to improve the performance of 
organizations and enterprises that 
are important to Canada’s social 
economy; 


e to demonstrate, through invento- 
ries, statistics, comparative analyses, 
and other research outcomes, the 
actual and potential contribution of 
the social economy to Canada; and 


+ to develop Canada’s interna- 
tional contribution to, and visi- 
bility in, areas relevant to the 
social economy. 
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Based on the SSHRC’s successful 
Community-University Research 
Alliances program, the social economy 
initiative brings university and college- 
based researchers, and representatives 
from community-based organizations 
together as equal partners in the 
research process. 


As well, the program is very much 
shaped by the unique regional charac- 
ter of Canada’s social economy. To 
ensure different regional perspectives 
are represented in the research, the 
SSHRC adopted a Metropolis-like 
approach, calling for the creation 

of nodes (networks) to function in 
six different economic regions of 
Canada. These nodes are linked 
together through a national hub. 


In August 2005, after intense inter- 
national peer review, the SSHRC 


announced grants to support the 
development of four regional nodes 
and the national hub. The national 
hub is, in essence, a network of net- 
works. Led by Dr. lan MacPherson at 
the University of Victoria, it provides 
a forum for researchers and partners 
from coast to coast, co-ordinates 
their research efforts, and helps share 
research findings across the country 
and around the world. The regional 
nodes carry out research on issues 
relevant to that region, and help train 
students and community researchers 
(see accompanying text box). 


Even at this early stage in the pro- 
gram, strong partnerships are being 
forged between researchers and 
communities. The benefits of this 
new research venture now flow 
both ways: researchers gain insights 
and access to social economy 


The SSHRC’s Social Economy Initiative: Regional Nodes 


node 

Atlantic Canada 
Ontario 

Quebec 


Northern Ontario, Manitoba, 
and Saskatchewan 


led by 


organizations, while the organizations 
build capacity and new ways to 
improve their effectiveness. 


The final component of the SSHRC’s 
social economy initiative involves 
small grants on issues that address 
the specific needs of the program’s 
community partners. The SSHRC 
now works closely with the national 
hub and regional nodes to identify 
research priorities for a number of 
these smaller initiatives. 


A second competition for regional 
nodes — one in Northern Canada 
(including northern Quebec and 
Labrador) and the other in Alberta/ 
British Columbia — is ongoing. 


For more information on the social 
economy initiative, visit the SSHRC 
web site at <www.sshrc.ca>. 


Dr. Leslie H. Brown, Mount Saint Vincent University 


Dr. Jack J. Quarter, University of Toronto 


Dr. Jean-Marc Fontan, Universite du Québec a Montréal 


Dr. Lou Hammond Ketilson, University of Saskatchewan 
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The Quebec Social Economy 
and its Active Cohabitation 


with Governments 
(1960-2005) 


oday, recognition of the social 

economy in Quebec is no 

longer an issue. The social 
economy graduated to a new level 
by embedding itself more deeply into 
the Quebec public sphere for almost 
10 years, beginning with the Govern- 
ment of Quebec’s 1996 Summit on 
the Economy and Employment.! In 
Quebec, the social economy is repre- 
sented by two groups: 


e the Chantier de l’économie sociale, 
whose primary mission is to pro- 
mote the social economy as an 
integral part of Quebec’s socio- 
economic structure; and 


e the Conseil de la coopération 
du Québec, whose mission is to 
participate in Quebec’s social and 
economic development by foster- 
ing the full blossoming of the co- 
operative movement in Quebec. 


The social economy is not a homoge- 
neous block, whether in terms of its 
sectors of economic activity, its tar- 
geted populations, or its ways of func- 
tioning. Diversity characterizes these 
two groups. They of course share the 
same values and operating principles, 
but they belong to distinct families 
and their circumstances are often 
very different, in terms of the areas 
of activity in which they operate, 
their political structure, their level 

of organizational development, etc. 
(RISQ, 2004). 


The Three Components of Quebec's 
Social Economy: Co-operatives, Mutual 
Benefit Societies, and Associations 


In most countries of the world, a num- 
ber of local socio-economic activities 
emerged over the last two decades. 
This is the so-called new social econ- 
omy. It has emerged primarily from 
mobilizations for employment and 

the development of new collective 
proximity services in both urban and 
rural environments. 


The social mobilization that it has 
engendered has been particularly 
intense. It materialized around four 
types of initiatives: 

e job training initiatives in associa- 
tions that encourage various types 
of learning related to the labour 
market; 


+ proximity services development 
initiatives (day care and home care 
services, Community housing); 


¢ economic and social revitalization 
initiatives, bringing together, within 
a multiple-activity intervention 
process, various actors working in 
the same geographical area; and 


e funding initiatives for the develop- 
ment of regions and local enter- 
prises. 


In Quebec, as elsewhere, these recent 
experiences often result from the 
interaction between an association 
and a co-operative or between the 
association movement and the co- 
operative movement (Perri 6 and 
Vidal, 1994). Depending on the case, 
the new social economy is relatively 
close to its historical components, 
since it shares with them the same 
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major characteristics that distinguish 
it from private and public enterprise, 
namely: 


e enterprises that are, first and fore- 
most, groups of individuals before 
they are pools of capital; 


¢ enterprises and organizations that 
are jointly owned by their users 
and/or employees; 


+ enterprises whose democratic 
functioning is governed by the 
legal status accorded to them as 
associations, Co-operatives or 
mutual benefit societies; 


e enterprises in which the assets are 
jointly owned (inalienable sur- 
pluses, profits, and dividends); and 


+ enterprises in which one finds 
new actors, drawn from grass-roots 
and the middle class movements 
and who, generally, do not come 
from the business community. 


TABLE 1 


In more general terms, the primary 
and fundamental meaning attributed 
to this type of economy is joining 
forces for a new type of entrepreneur- 
ship (Demoustier, 2001). 


Over the last 10 years, a major 
research trend has been to understand 
the social economy by considering 
three families of organizations (i.e., 
co-operatives, mutual benefit societies, 
and associations), and putting them 
into perspective as stakeholders in the 
quest for solutions to the economic 
crises and the weakening of govern- 
ments. Initially, a Francophone and 
Latin concept, the social economy 
now has links internationally (e.g., 
the International Centre of Research 
and Information on Public and Coop- 
erative Economy, the International 
Labour Office), and contributes to 

the development of new interna- 
tional networks. 


Typology of Social Economy Families 


ASSOCIATIONS 


CO-OPERATIVES 


From an analytical perspective, this 
research trend has examined economic 
practices that combine initiative and 
solidarity on the basis of the following 
parameters. 


e It uses a classification system that 
includes three major families of 
organizations rather than a single 
one, as is the case for the American 
and even Canadian non-profit 
sector approach, which usually 
only takes associations into account 
(Vaillancourt, 2005). 


e It primarily associates the social 
economy with social movements 
and, secondarily, with alternatives 
to neo-liberal globalization (Favreau 
et al., 2004). 


Table 1 describes the three major 
families of organizations. 


MUTUAL BENEFIT SOCIETIES 


Objectives 

(priority given to the 
activity’s social utility 
over its profitability) 


Offer services to members 
and/or the community 


Activities 


Democratic organization 
(distribution of power) 


Surplus allocation mode 


Collective goods and 
services in the market 
(public and private) 


Elected board of directors 
and members’ general 
assembly (one person, 
one vote) 


Re-investment in the 
organization 


Actors or project 
proponents 


Source: Adaptation of the typology developed by Defourny et al. (1999: 37). 


Group of individuals 


(who do not own any assets) 


Offer goods and services 
to members (e.g., a work 
co-operative) or to the 


community (e.g., a solidarity 


co-operative) 


Market goods and services 


Members’ general assembly 


(one person, one vote) 


Dividends allocated to 


members and re-investment 


in the organization 


Offer services to members 
and their families 


Collective services for social 
protection 


Members’ general assembly 
(one person, one vote) 


Re-investment in the 
organization and reserve 
fund 


Group of individuals 


(who do not own any assets) 


Group of individuals 
(who do not own any assets) 
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We have adopted this approach to 
understand Quebec's social economy 
and its various actors and trends since 
co-operatives, mutual benefit societies, 
and associations cannot be viewed 
only as simple sectoral groupings. 
They are strategic families or compo- 
nents, that is, organizations whose 
trajectory has an overall objective: 
their mission is of general interest. 
However, each of these families has 
specific legitimacies, such as its own 
organizational culture, international 
affiliations, funding mechanisms, etc. 
Through the decades, they have also 
built areas of expertise that govern- 
ments have recognized and for which 
they have been granted legal status 
and specific areas of influence. 


In Quebec, co-operatives and mutual 
benefit societies have joined forces 
under an umbrella organization: the 
Conseil de la coopération du Québec 
(CCQ). For their part, associations 
are split into two branches: social 
economy enterprises, including not- 
for-profit organizations (NPOs) which 
are involved in economic activities 
and which are part of the Chantier 
de l'économie sociale; and independ- 
ent community organizations, char- 
acterized by their predominantly 
socio-political activities (i.e., advo- 
cacy), the majority of which are 

part of a steering committee made 
up of 23 federations and a dozen 
regional networks. 


Over the last 20 years, the social 
economy in Quebec has gained con- 
siderable political credibility. However, 
what is the socio-political trajectory 
of the two components of Quebec's 
social economy? How was the social 
economy organized to avoid the pit- 
falls of an approach too focused on 
micro-management? How does it 


Legend 


CCQ: Conseil de la coopération du Québec 


NPOs: Not-for-profit organizations 


CDR: Cooperatives de développement régional 


CFDCs: Community Futures Development Corporations 


LDCs: Local Development Centres 


interact with governments while 
adopting structuring mechanisms 
for communities and regions? 


The Co-operative Movement Until the 
Early ‘90s 


Created in the early 1940s, the CCQ 
underwent its first concrete shift in the 
‘60s and ’70s in the wake of changes 
occurring in financial and agri-food 
co-operatives, such as savings and 
credit co-operatives (Mouvement 
Desjardins), mutual benefit societies 
(the SSQ, for example) and agricul- 
tural co-operatives. This period was 
marked by the first major phase of 
active cohabitation between this 
social economy, which was primarily 
co-operative, and government in the 
aftermath of the Quiet Revolution. 
Owing to its capacity to mobilize, 
but also because of the general move- 
ment for economic affirmation that 
ran through Quebec society, the 
Mouvement Desjardins was able 

to expand, and thereby become 

the largest financial institution in 
Quebec, with the aid of new legisla- 
tion that promoted both the develop- 
ment of public corporations (Caisse 
de dépot) and the strengthening of 
the co-operative social economy 
(Dupuis, 1997). 


The decade of the 1980s marked the 
beginning of the second major phase 


in the development of active cohabi- 
tation with the arrival of new genera- 
tions of co-operatives engaged in 
emerging sectors: 


e urban areas, work co-operatives, 
housing co-operatives, consumer 
co-operatives, employee credit 
unions, natural food co-operatives, 
often initiated by community, envi- 
ronmental, and union movement 
organizations; and 


e rural areas, proximity services 
co-operatives, such as co-operative 
garages, purchasing co-operatives 
(hardware), and forestry co- 
operatives in the wave of agricul- 
tural unionism. Subsequently, 
workers’ funds, such as the Quebec 
Federation of Labour's Solidarity 
Fund in the 1980s, and Fondaction, 
the Confederation of National 
Trade Unions’ fund in the 1990s, 
appeared on the scene. 


The 1980-1990 decade also marked 
the beginning of mutual co-operation 
with the creation of the Coopératives 
de développement régional (CDR). 
With financial support from govern- 
ment, this organization contributed 
to the establishment of co-operatives, 
and endeavoured to consolidate them 
at the regional level to form what can 
be referred to as the first generation 
of the regional poles of the social 
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economy. Little by little, the CDRs 
managed over time to cover all the 
regions of Quebec, adopted the Gov- 
ernment of Quebec’s segmentation of 
administrative regions, and formed a 
federation affiliated with the CCQ. 


All these new developments in the 
co-operative social economy required, 
however, some form of Quebec-wide 
co-ordination. The end of the 1980s 
and the early 1990s was a period of 
deep transformation for this first 
group. In 1990, the CCQ successively 
organized about 30 forums, bringing 
together close to 4,000 people, and 
subsequently, the Etats Généraux de 
la coopération in 1992. This event 
generated a manifesto calling for the 
consolidation of all organizations in 
all regions across Quebec to draw in 
enterprises that contributed to the 
enrichment of the collective legacy. 


During the estates-general, the CCQ 
initiated a reflection on its orientation. 
However, it also took the initiative of 
including among its ranks all emerg- 
ing co-operative sectors, which created 
about 10 new federations. Then, in the 
framework of partnership agreements 
with the Direction gouvernementale 
des coopératives, assistance programs 
for CDRs and public funds earmarked 
for co-operatives and their federations 
were transferred to the Conseil, which, 
from that point on, became responsi- 
ble for the integration, representation, 
facilitation, and co-ordination func- 
tions of the entire co-operative move- 
ment. It became the co-operatives’ 
single interlocutor with governments. 


For almost 15 years, the Conseil de 

la coopération du Quebec included 
all co-operatives and mutual benefit 
societies in Quebec (over 3,000), from 
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all generations (from Desjardins, 
created 100 years ago, to more recent 
ones in all sectors, such as labour, 
housing, etc.) and in all regions 
(CDRs). 


The Arrival of the Chantier 
d'économie sociale 


Overlapping with the development 

of the co-operative movement, the 

last 20 years (1985-2005) have also 
witnessed the emergence of a number 
of socio-economic initiatives of a co- 
operative nature, mostly fuelled by the 
community movement, through the 
new local development model, that is, 
community economic development 
(Favreau and Lévesque, 1996). It was 
thanks to the Government of Quebec’s 
Summit on the Economy and Employ- 
ment that the third major phase of 
active cohabitation arose with the 
recognition of a new network of net- 
works, that is, the Chantier de l’éco- 
nomie sociale, which became, starting 
in 1999, a new interlocutor with the 
Government of Quebec. 


An NPO, the Chantier was created as 

a result of a recommendation of the 
Summit’s task force on the social econ- 
omy. From that point on, this organi- 
zation would be invested with the 
following responsibilities. 


Work on job creation projects 
approved at the Summit, in co- 
operation with promoters and 
government departments. 


e Represent the social economy, par- 
ticularly the new sectors that had 
been identified, on province-wide 
partnership bodies. 


+ Co-operate with government 
departments and organizations 
in the development of strategies 


fostering the development of the 
new social economy, in the assess- 
ment of support programs and 
measures, and in the development 
of results indicators. 


The creation of the Chantier de 1’éco- 
nomie sociale paved the way for the 
development of this new form of 
economy, primarily by established 
associations, in relatively new sectors 
of activity, such as day care centres, 
home care enterprises, work force 
integration enterprises, etc. 


For the last seven or eight years, 
Quebec’s social economy has been 
evolving under two umbrella groups: 
one that consolidates co-operatives 
and mutual benefit societies, and 
another, more recent, that brings 
together primarily not-for-profit 
associations (NPOs). 


The Quebec Social Economy 
and the Creation of 
Cohabitation Networks 


In 1985, the revival of joint action in 
employment initially stemmed from 
civil society initiatives, given that 
governments were temporarily absent 
from the process, as a result of the 
somewhat neo-liberal policies that pre- 
dominated. A pivotal initiative of civil 
society, the Forum on Employment, 
had an important influence through- 
out the 1990s. It brought together 
employers, labour unions, commu- 
nity organizations, universities, and 
local governments. 


The Forum on Employment was a 
catalyst for numerous other joint 
action initiatives: the États généraux 
du mouvement coopératif launched 
in the 1990s and the Etats généraux 


ER 


du monde rural in 1991, as well as the 
Forum des municipalités the following 
year. As a matter of fact, the Forum 

on Employment paved the way for 
regional and local development initia- 
tives and, implicitly, for the social 
economy. For the first time, new 
solutions to the sensitive question of 
unemployment were being identified 
through joint action and partnerships. 


occurred during this period can be 
organized according to the following 
two areas. 


e Job creation and retention through 
local development — workers’ funds, 
which invest in regional small 
and medium-sized enterprises, 
are a convincing example of this 
approach. Community Futures 
Development Corporations 


Local mobilizations across Quebec bring together actors who 


represent society as a whole; are less focused on asking the state 
to solve problems than on finding solutions by building on the 
contributions of all stakeholders; and link the social and the 


economic in new ways. 


Another civil society initiative con- 
tributed to the debate on the devel- 
opment of employment and the 

social economy: Bread and Roses, 

the Women’s March Against Poverty, 
was the primary catalyst for the arrival 
of the social economy in the public 
sphere throughout Quebec in the 
second half of the 1990s. This high 
profile event helped promote the 
recognition of the association move- 
ment, led by women and community 
organizations, as a relevant player with 
respect to economic issues. The march 
supported the identification of prox- 
imity services as a sector of activity 

to be encouraged. 


After 1995, the Government of 
Quebec again put greater emphasis 
on joint action. In 1996, a govern- 
ment-initiated summit led to the 
establishment of major task forces 
(on employment and the economy); 
its findings would help define a 
new social contract. With regard 

to employment, the changes that 


(CFDCs) were already in existence 
(since 1985) and Local Develop- 
ment Centres (LDCs) arrived on the 
scene toward the end of the 1990s. 


e Job integration through the social 
economy — part of the community 
movement — was directly involved 
in the economic field due to the 
development of the social economy 
in new market niches (job market 
integration enterprises, day care 
Celires cre) 


The Emergence of New Streams of 
Employment in Quebec 


The main theme of the last two 
decades has been the emergence of 
new streams in local development and 
the social economy. New generations 
of organizations, social economy 

and local development institutions 
became, in time, actors in the renewal 
of the Quebec model for development, 
which is distinct from the rest of 
Canada, and especially differentiated 
from the United States. The unique- 


ness of Quebec’s economic and social 
development in the last two decades 
can be explained by the active interac- 
tion between local initiatives and new 
public policies. This also explains the 
emergence, in some sectors, of a rela- 
tive degree of institutionalization of 
these practices in the form of new 
areas, or streams, of activities. The 
concept of new streams illustrates that 
these practices have been introduced 
in institutionalized cohabitation with 
public services. 


The New Initiatives: General Scope 
and Specific Contribution 


In the field of social economy and 
local development, the local mobiliza- 
tions occurring all across Quebec, and 
not strictly in remote regions or those 
in difficulty, represent three types of 
innovation. 


e They bring together actors who 
represent society as a whole: labour 
unions, employers, citizens, associa- 
tions, and public sector organiza- 
tions. 


e They are less focused on asking the 
state to solve problems than on 
finding solutions by building on 
the contributions of all stakeholders 
involved. 


e They are part of the search for new 
development benchmarks in which 
the social and the economic are 
linked in new ways. 


While incurring some of the con- 
straints related to the market econ- 
omy, these economic activities are 

to be viewed as qualitatively distinct, 
because they are based on the princi- 
ple of joining forces for a new type 
of entrepreneurship. The economic 
fragility of these initiatives led their 
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proponents to take a strong partner- 
ship approach with co-operative finan- 
cial institutions, some charitable and 
associative institutions (foundations), 
and local quasi-public or public bodies, 
such as the Centres locaux de services 
communautaires, municipalities, 
CFDCs, and LDCs. 


economies and develop local 
development priorities through- 
out Quebec. 


e Within a context where the social 
imperative of job creation was most 
pressing, the social economy active 
cohabitation stream led to a serious 


Policies were based on a movement built on notions of partnership, 


territory, local development, and collective enterprise. 


The importance of these streams is 
mainly based on the fact that they are 
built on joint action among actors in 
civil society with active support from 
the state. More than a network of local 
initiatives in civil society, the emer- 
gence of these streams is tantamount 
to a strategic and collective shift, 
which first started within social move- 
ments, but which spread throughout 
Quebec society as orientations shared 
by all stakeholders. 


Our analysis of the background 

that gave rise to these streams, as 
developed in our study on the issue 
(Comeau et al., 2001), shows that 
social economy and local development 
initiatives related to employment took 
shape over a decade (from 1996 to the 
present) throughout Quebec on the 
basis of a clearly collective and action- 
oriented intervention strategy, unlike 
the neo-liberal and stop-gap North- 
American approach, which targeted 
the unemployed almost exclusively. 


e By decentralizing tools and powers 
toward local actors, the local 
development active cohabitation 
stream clearly emphasizes support- 
ing local private and collective 
enterprises likely to revitalize local 


debate in the public arena on the 
potential contribution of this third 
sector in terms of employment, a 
viable response to new needs, and 
the democratization of develop- 
ment. 


The Interface Between New Local 
Initiatives and Governments 


During a period when new ways to 
think about state intervention were 
being sought, the distinct nature of 
Quebec society in North America 
rooted itself in the field of collective 
economic development arrangements. 
As in most developed countries, the 
crisis in employment and the prob- 
lems with Keynesian forms of state 
intervention had consequences. 
Industrial policies largely supported 
by direct business subsidies were no 
longer considered as effective, and 
redistribution policies based on passive 
welfare measures were questioned. 


Governments did not all react in 

the same way and with the same 
consistency. Did they support project 
proponents at the level and in the 
manner required? Two trends became 
apparent in the 1990s. The first came 
out of initial responses to emergencies, 
rather than from the dictates of 


development. In the context of these 
years of institutional uncertainty, how- 
ever, a second trend appeared in 1996: 
an opening with regard to horizontal 
public policies in Quebec. 


As a result of pressure from local com- 
munities and social movements hori- 
zontal public policy emerged. This 
new trend provided more credibility 
and autonomy for initiatives. For 
example, the policy underpinning 
the emergence and development of 
LDCs as providers of local develop- 
ment services on the periphery of the 
public sector seems to have fostered, 
in addition to the mere redress of 
previous mistakes, the economic and 
social revitalization of communities 
and their empowerment, that is, new 
forms of territorial democratic gover- 
nance, partly modelled on the experi- 
ence of CFDCs. 


The first impact was to initiate a 
new approach to address problems. 
The second was to introduce a 
medium-term intervention process. 
Last, these policies were part of a 
greater regionalization movement in 
which all social actors were involved 
(enterprises, labour unions, co-opera- 
tives, community organizations, citi- 
zens). In brief, these alternate policies 
called for a proactive state to work in 
partnership with local communities. 
These policies were based on a pre- 
existing dynamic, that is, an eco- 
nomic and cultural movement built 
on notions of partnership, territory, 
local development, collective enter- 
prise, etc., and which affected all of 
society’s major stakeholders, not only 
organizations with a social mandate, 
but also a certain number of busi- 
nesses and public institutions. 
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TABLE 2 
Approaches Governing the Relationship of the State with the Social Economy 


Economic and Social Role of the State in the Role of the State in the Role of the State in the 

Development Neo-liberal Approach Social-statist Approach Democratic Partnership 

Approach 

Role of the state and Collective services from the Central state dominates The state supports 

public services public network are ancillary. the development of community development; 
Separation between economic collective services. there is active co-operation 
and social. among partners; new 


relationship between the 
economic and the social 


spheres. 

Role of the market The private sector is Enterprises and public The private sector plays a 
dominant: open economic collective services shape complementary role. 
development; social the market. Collective services are mixed 
development dependent on (public, social economy, and 
the capacity of the market. private) and co-ordinated at 

the “national” level, but 
decentralized. 

Role of associations and Social management of Complementary, but Joint development of the 

civil society poverty through programs subordinate, role of the supply of and demand for 
targeted by the state to social economy in the collective services. Joint 
counterbalance the negative development of collective production and decision 
effects of the market; services. making. 
sub-contracting entrusted to 
the social economy. 

Role of citizens Citizens are consumers. Citizens are users of services. Citizens are joint providers of 


services and collective actors 
of development. 


Note: Typology based on Vaillancourt and Laville (1998). 


The Role of the State in We believe that regulations built on implementation of new collective serv- 
Social Devel opment: Three the a market, and civil es tri- ices i the public: join production of 
nomial may be key to renewing the services and cohabitation as part of a 
Approaches social state. The double-sided synergy new framework of institutions of dem- 
Quebec in North America can be (market and state) becomes three- ocratic governance. To clarify our posi- 
viewed as a unique laboratory sided (market, state, and associations). tion, we identified three approaches 
researching new avenues, owing The issue is less focused on the extent governing the relationship between 
to a few institutional innovations of state intervention, and more on the state and public services and the 
signalling the possibility of new its democratic quality and the capaci- social economy: neo-liberalism, “sta- 
bridges between civil society, the ties of public institutions to engage tism,” and democratic partnership 
state, and the market. in active cohabitation with their (see table 2). 


partners in the development and 
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In the third column of table 2, the 
democratic partnership model implies 
a strong mobilization of the various 
components of civil society. It cannot 
be achieved without the development 
of appropriate institutions that only 
the state can actually put into place. 
This requires considerable investment, 
not only in representative democracy, 
but also in deliberative democracy. 


In this approach to renewal, state 
support, in the form of new types 

of programs, is critical. This has been 
demonstrated by the Quebec experi- 
ence. Second, by recognizing civil soci- 
ety initiatives, the state opens the door 
to protected spaces. It is not a matter 
of unfair competition, but one of 
equity when services of collective 
interest (day care, environmental 


protection, etc.) are assumed by 

the social economy. Will the federal 
government, through its new social 
economy measures, initiate a fourth 
period of active cohabitation with 
the entire realm of the components, 
approaches, and actors of this new 
type of economy? The file is open 
and requires close monitoring.* 


Historical and International Perspective of the Social 


Economy 


here is a close link between 

Quebec’s social economy and 

the international history of 
social economy. Quebec is not a sepa- 
rate case, although it is unique in a 
number of ways. The following con- 
siderations were derived from more 
recent research work on the subject. 


e For the last 150 years, an entire 
component of the economy has 
been drifting away — to various 
degrees — from market forces and 
public regulation. This economy 
has been periodically eclipsed 
by governments’ statist vision. 
However, the employment crisis, 
followed by the welfare state crisis, 
were opportunities for the social 
economy to emerge from the 
eclipse of the “trente glorieuses” 
(post-war economic prosperity) 
period, from 1945 to 1975. 


+ The social economy, whether co- 
operative or associative, is the 
legacy of the working class and the 
middle class in the same way that 
unionism was. The History of the 
Rochdale Pioneers is a clear illustra- 
tion of this general standpoint. This 
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first co-operative, founded in 1844 
in a suburb of Manchester, a key 
city in the 19th century textile 
industry, set forth the fundamental 
principles of collective enterprise, 
which continue to fuel the interna- 
tional social economy movement. 


e Over the last 30 years, a renewal 
of the social economy has been 
occurring throughout the world. 
In Quebec, this renewal is expressed 
through two groupings that act as 
interlocutors with governments 
and are forums for Quebec-wide 
joint action, training, and debate. 


e Throughout the world, as in 
Quebec, the social economy is 
“plural,” encompassing co- 
operatives, mutual benefit societies, 
and associations. This pluralism is 
reflected in the national forms of 
consolidation, which require the 
implementation of a consensus- 
building policy among the compo- 
nents of the social economy (to 
manage tensions and competing 
interests). To be effective, this con- 
sensus building requires mutual 
understanding to be explicit. 


+ The social economy, as it evolved 
in the marketplace, was, through- 
out the years, confronted with the 
risk of becoming commonplace, 
that is, of becoming just like the 
business sector. However, it has 
demonstrated that democracy 
does not have to stop at the doors 
of enterprise. 


e The part of the social economy 
with public service objectives has 
been exposed historically to the 
threat of being treated as merely a 
service delivery agent. At the same 
time, it has demonstrated that it is 
possible to renew the social state, 
at least with regard to local com- 
munities and regions. 


e Internationally, while it is at the 
heart of North America and thus at 
the heart of neo-liberalism, Quebec 
is an example of a society that is 
not completely caught up in this 
philosophy, since it has succeeded, 
over the last 40 years, in putting in 
place active cohabitation between 
the public economy and the social 
economy, which has significantly 
weakened the hold of a strictly 
market-based approach. 
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Notes 


1 More recently, at the end of 2004, the 
social economy was introduced into the 
Canadian public sphere. 


2 In 1989, a major assembly was held in 


which 486 union representatives, 234 
socio-community representatives, 192 
representatives of co-operatives, 192 gov- 
ernment representatives, and 132 private 
sector representatives took part. This 
major assembly had been preceded by 
forums in all regions of Quebec. 


3 Two valuable research sites, the first on 


social economy and regional develop- 
ment, and the second on international 
social economy, are produced by the 
Canada Research Chair in Community 
Development (CRCCD) at the Université 
du Québec en Outaouais. 


<www.uqo.ca/observer> 


<WWW.uqo.ca/ries2001> 
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ince the October 2004 Speech 

from the Throne, the social econ- 

omy has come to the forefront 
on the Canadian political agenda. A 
similar visibility raising took place in 
Quebec in 1995, beginning with the 
March for Bread and Roses of the 
women’s movement and its associated 
demands. It culminated in the Quebec 
socio-economic summit in 1996. 


What is meant by the social economy? 
How is knowledge on this sector gen- 
erated? What political issues are raised 
by this sector? We try to answer these 
questions in the following pages. 


What is the Social Economy? 


The social economy is made up of 
social organizations or collective enter- 
prises that are up and running or are 
emerging in the sectors of co-opera- 
tives, mutual benefit societies, and 
associations. The social economy 
differs from the private economy in 
that it is based on citizen engagement. 
That engagement drives new individ- 
ual and collective aspirations and 
helps to develop innovative socio- 
economic solutions to social and 
economic problems. In Quebec, in 
2001, the social economy comprised 
7,151 collective enterprises and social 
organizations, employing 124,302 
people, and producing a turnover 

of $17.2 billion.! 


The social economy is highly diver- 
sified. It is present in all regions of 
Quebec, in cities, towns, and rural 
communities alike. Sectors affected by 
the social economy include finance, 
culture, recreation and tourism, 
telecommunications, agri-food, trans- 
port, housing, retail sales, domestic 
help, and social services. The social 
economy, like the private economy, 
is largely one of small enterprises and 


organizations. It is bolstered by the 
presence of large companies and a 
handful of very large firms. 


Although the social economy is 
important to the social, cultural, polit- 
ical, and economic development of 
Canadian communities, relatively little 
research was conducted on it between 
1800 and 1950. Knowledge on the 
social economy stems from small 
research projects distributed unevenly 
over time and scattered throughout 
Quebec and the rest of Canada. 


Canadian Issues in 
Developing Research on 
the Social Economy 


From a research standpoint, there 
would appear to be four key issues 
that need to be addressed to ensure 
the development of the social econ- 
omy sector. 


The first issue is connected to basic 
research and partner-oriented research 
alike. It pertains to the production and 
dissemination of new knowledge on 
the Canadian social economy sector 
and its impact on society’s develop- 
ment. Both the term social economy 
and social economy initiatives are 

not well known in Canada. While 

it is easy to trace an overview of the 
social economy in the United King- 
dom, Belgium, or France, it is difficult 
to develop such an overview for 
Canada. Various research streams pro- 
vide overviews of several components 
of the social economy, including the 
co-operative economy, the non-profit 
sector, and community economic 
development initiatives. It is not pos- 
sible, however, to produce a unified 
overview of the social economy in 
Canada. There is no consensus among 
social actors in Canadian civil society 
on the term social economy. 
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The second issue is theoretical. It per- 
tains to the social economy’s role in 
mediating relations between the eco- 
nomic and social spheres. It is about 
how the social economy helps to 
renew oversight mechanisms within 
societies. It is doing so within a politi- 
cal context and a renewed economic 
juncture where the state and the mar- 
ket work more and more closely with 
civil society to mobilize innovatively 
a host of societal resources. From that 
standpoint, it is important to gauge 
the social economy’s contribution to 
defining or redefining public policy 
and the overall development model 
for Canadian society. 


The third research issue pertains to 
the social economy’s specific contri- 
bution to territorial development, 
especially territories grappling with 
socio-economic decay. In tangible 
terms, this issue addresses the pro- 
duction of knowledge relating to the 
impact of the social economy’s devel- 
opment on community well-being. 


The fourth research issue pertains to 
the development of tangible tools for 
action. The social economy is in full 
expansion and is growing strongly. 
As a result, we need to enhance our 
knowledge and understanding of 
social or collective entrepreneurship 
mechanisms. This entrepreneurship 
requires tools and services to help 
build on existing social economy 
channels or develop new channels. 


In that regard, actors’ needs are clear. 
The survival and development of 
emerging collective enterprises and 
social organizations hinge on advanc- 
ing knowledge in a number of related 
fields: democratic management, 
human resources development, work- 
ing conditions and relations, new 


forms of capitalization, and result 
evaluation and impact assessment 

of the social economy. Research is 
needed on the democratic operation 
of this economy, in terms of collective 
management, social responsibility and 
ethics, and of the relationship with the 
community and local development. 


environment (NAFTA, new WTO 
accords, etc.). In the future, public dis- 
course and the state’s understanding 
of Canadian society and its evolution 
will have to take into account the cre- 
ative and oversight potential of both 
civil society and the social economy. 


Collective entrepreneurs want to be heard politically, and given the 
same attention as private-sector entrepreneurs. 


While developing knowledge on the 
social economy certainly enhances our 
understanding of how the Canadian 
economy works, it also helps inform 
reflection on public policy making. 


Social Economy and Public 
Policy 


Research indicates that traditional 
demands made on the state by col- 
lective entrepreneurs in the social 
economy have essentially centred 
on two main claims. 


First, collective entrepreneurs want 

to be heard politically, and given the 
same attention as private-sector entre- 
preneurs. They seek the same type of 
recognition, assistance, mobilization 
of resources, and interest that the state 
has accorded and still accords to pri- 
vate enterprises. This holds true for all 
fields of state jurisdiction: education, 
economic development, social devel- 
opment, culture, and so on. 


This traditional claim is still valid. 
There remains a gap between the 

level of attention and public assistance 
given to the private sector and that 
given to the association and collective 
sector. Indeed, that gap is widening, 
because of new needs occasioned by 
changes in Canadian society as it 
enters an increasingly globalized 


Second, collective entrepreneurs are 
calling for the specific features of 

the social economy to be taken into 
account. For one thing, the social 
economy introduces a corporate gov- 
ernance model based on an egalitarian 
conception of input and decision- 
making mechanisms. The principle 

of "one voice, one vote" reflects a divi- 
sion of power dynamics that differs 
from that used in private sharehold- 
ing, where voting rights are propor- 
tional to the number of shares held in 
the company. This means that capital- 
ization methods are different. Within 
a collective enterprise, that specificity 
may place a limitation on private 
investors or financial organizations, 
which typically expect their invest- 
ment to yield them a proportional 
share of decision-making power. 


For another thing, the social economy 
comprises a host of organizations that 
have a mission divided between social 
and economic concerns. They pursue 
social and economic objectives simul- 
taneously, striving for both economic 
and social viability. In the future, the 
fact that many social economy enter- 
prises or organizations emerge in 
response to a social emergency or 
social needs not met by the state and 
the market will have an impact on 
how social viability and economic 
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viability are conceived. They have 
little in common with the economic 
profitability sought by a private enter- 
prise or the type of social responsibil- 
ity developed by a private enterprise. 


In addition, because the underlying 
reasons for creating social economy 
enterprises do not correspond to those 
that motivate private entrepreneurs, 
which can be very broadly summa- 
rized as the profit motive, it is impor- 
tant to assess the performance of a 
social economy organization differ- 
ently. It is also important to heed the 
principle that growth for its own sake 
is not an objective in itself for social 
development projects advanced by col- 
lective entrepreneurs and social organ- 
izers within the social economy. The 
social economy looks at development 
in its entirety, where economic growth 
must be accompanied by social devel- 
opment, respecting democratic and 
environmental values. 


Consequently, it would be counter- 
productive to try to help, support, 
and sustain social economy enter- 
prises using the same reflexes and 
mind sets as those used for private 
enterprise. Hence, the second tradi- 
tional demand by the social economy 
sector: to have programs that take 
account of the causes, values, and 
principles promoted by the social 
economy. Such programs need to be 
created specifically for the sector or 
be broad enough in scope that they 
can be adapted in response to the 
specific characteristics of collective 
enterprises and social organizations. 
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That consideration duly noted we can 
now identify a third major demand 
and some avenues for public policy 
to explore. 


The third claim pertains to the issue 
of co-construction of public policy. 

A partnership-oriented approach to 
public policy making would yield poli- 
cies better adapted to the needs and 
realities of populations, organizations, 
or territories for which they are devel- 
oped. Co-construction allows for social 
innovation in public policy design 
and implementation. 


The second avenue would consist 

of mechanisms to accommodate the 
multiple nature of the mission of 
social economy enterprises, by pro- 
moting decompartmentalized and 
crosscutting actions across depart- 
ments and agencies, or across levels 

of intervention (federal, provincial, 
and municipal). To that end, it would 
be a good idea first to list all the public 
authorities directly or indirectly con- 
nected with implementing the man- 
date of various departments pertaining 
to the social economy, and then to 


The co-construction of public policy allows for social innovation in 


public policy design and implementation. 


The first avenue would be measuring 
the gap between assistance and public 
support provided to private enterprises 
and that provided to social economy 
enterprises. Measuring that gap would 
provide an overview of the work to 
be accomplished, and would help to 
establish a plan to level the playing 
field for public services in various 
sectors of society. For example, how 
much time is devoted to discourse on 
the social economy in comparison 
with that devoted to the private econ- 
omy in the cognitive curriculum for 
primary and secondary education? 
How do Canadian labour market 
human development services include 
training on collective entrepreneur- 
ship, volunteering, and corporate 
co-management? How are business 
support programs adapted to deal 
with the special needs of social or 
collective enterprises? 


look at ways those departments can 
work together to develop an integrated 
approach to support the development 
of the social economy. 


The third avenue would focus on find- 
ing responses to specific problems that 
affect the development of the social 
economy sector. In the past five to 
seven years, a large number of collec- 
tive enterprises and social organiza- 
tions have been created in this sector. 
This is now raising problems in terms 
of growth and stabilization of activities 
in these organizations. There are needs 
to be addressed in connection with 
adapting legislation, standards or 
intervention criteria by public agen- 
cies, and capitalization and manage- 
ment assistance for projects with 
missions having shared economic 

and social objectives. To that end, 
consideration should be given to: 
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e adapting and modifying the nor- 
mative and legislative frameworks 
underlying existing programs, or 
developing new standards or laws 
to support the development of the 
social economy sector; 


+ proceeding through the usual chan- 
nels to mobilize public funds (i.e., 
injecting funding into programs 
and measures adapted to stakehold- 
ers in collective enterprises and 
social organizations); and 


e introducing first-, second-, and 
third-line advisory services adapted 
to collective entrepreneurship 
needs. 


The fourth avenue would consist of 
strengthening the national system 
for innovation in the social economy. 
Such a system has been set up in 
Quebec using two main categories 

of organizations — those linked to the 
social economy in general and those 
linked to the co-operative economy 
in particular — providing services to 
both social organizations and collec- 
tive enterprises. It would be advanta- 
geous to raise awareness of the model 
developed in Quebec. The objective 
would naturally not be a top-down 
approach to a Canadian system for 
innovation in the social economy, 
with the mandate of implementing 
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the same single model for interven- 
tion in the social economy through- 
out the country. On the contrary, 
ideally a bottom-up approach would 
be used to put in place a system 
that would strengthen regional 

and local dynamics. 


Using that approach, public policy 
initiatives would develop regional 
profiles of the state of development 
of the Canadian social economy, iden- 
tify associated relational dynamics and 
the cultures they represent, support 
the components of existing regional 
systems, and help develop support 
structures (real support services for 
collective entrepreneurship) where 
there is Little or no infrastructure in 
place. At the national level, such a 
strategy could also be used to set up, 
in partnership with existing networks 
for the social economy, community 
and third- sector economic develop- 
ment, a partnership organization 
among universities, communities, 
the state, and the market, along the 
lines of a national observatory on the 
social economy. 


The fifth and final avenue would 
involve the oversight function played 
by the state. The state has traditionally 
developed means to conduct evalua- 
tions and assessments, and foster dis- 


cussion on issues linked to the global, 
sectoral, or territorial development 

of Canadian society. Various tools 
have been and continue to be used 

to that end. One example would be 
the recent funding provided to the 
Social Sciences and Humanities 
Research Council of Canada (SSHRC) 
to set up a social economy grant pro- 
gram. Similar measures should be 
encouraged on the part of both the 
state and other stakeholders in society. 
The key to developing the social econ- 
omy lies in mobilizing other networks. 
In that connection, the research com- 
munity is an interface worth exploring 
to help forge relations among sectoral 
actors, to foster dialogue and co- 
operation among sectors — private 

and community, for example - which 
would otherwise operate in isolation. 
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The Context of Research on the Social Economy 


in Quebec 


he history of the social econ- 

omy indicates it was structured 

in tandem with industrializa- 
tion and the emergence of the first 
European and North American social 
movements. While the term “social 
economy” was used in Europe 
between the mid-19th century and the 
first decade of the 1900s, it was almost 
unknown within Canada and North 
America. Between 1920 and 1980, 
with the rise of co-operatives in devel- 
oped countries and the emergence of 
the co-operative doctrine, its system 
of organizations and public policy 
supporting its development, the term 
social economy was eclipsed by the 
term co-operative economy. 


In Quebec, the first research work on 
what would subsequently be called the 
social economy was conducted mainly 
by activists or other social actors in the 
19th century proposing an alternative 
way to think about the relationship 
between market and society. Such 
activist writings were followed in the 
early 20th century by more theoretical 
works by intellectuals and academics. 
They were used to promote the co- 
operative economy, which was seen at 
the time as a potential counterweight 
to the shortcomings of the liberal 
economy. 


A significant body of research on other 
components of the social economy, 
mainly on the movement of non-co- 
operative legal advocacy associations, 
began to emerge in the 1950s. 


An initial research period (1950-1980) 
gave rise to “action research,” closely 
linked to the academic activism 
developing at the time. That period 
stretched over 30 years and produced 
thematic and sectoral research on vari- 
ous social movements, including the 
labour movement, the community 
movement, the co-operative move- 
ment, and the feminist movement. 

Of special note was the appearance of 
small research action projects bringing 
together researchers and social actors 
on a very experimental basis. 


The initial research period saw the 
establishment of two research centres 
dedicated to collective enterprises: the 
Centre interdisciplinaire de recherche 
et d’information sur les entreprises 
collectives (CIRIEC-Canada),2 and the 
Institut de recherche et d’enseigne- 
ment pour les coopératives (IRECUS, 
Université de Sherbrooke).3 CIRIEC- 
Canada was founded in 1967. It brings 
together researchers and representa- 
tives of social economy and public 
economy organizations. At the same 
time as CIRIEC was established, 
mechanisms were developed at the 
Université de Sherbrooke to support 
the development of training and 
research on the co-operative economy, 
and the Service aux collectivités was 
established at the Université du 
Québec a Montréal (UQAM),* with the 
goal of forging ties among academic 
researchers, community organizations, 
women’s groups, and labour and cul- 
tural organizations. 


With the establishment of the Chaire 
de coopération in 1968, IRECUS in 
1976, the Réseau des universités des 
Amériques en études sur les coopéra- 
tives et les associations (UniRcoops) 
in 1995,5 the Chaire Desjardins de 
coopération et développement du 
milieu in 1999,6 and its co-operative 
training program, the Université de 
Sherbrooke made its mark as Quebec’s 
premier university specializing in 
co-operation. Also noteworthy was 
the establishment in 1975 of the 
Centre de gestion des coopératives 

at the Ecole des Hautes études com- 
merciales (HEC).7 


A second period of research on the 
social economy (1980-2000) was 
marked by the development of fund- 
ing programs within new research sup- 
port structures introduced by federal 
and provincial governments. Begin- 
ning in 1977, the SSHRC, followed 

in 1979 by the Conseil québécois de 
la recherche sociale (CQRS), and the 
Fonds pour la formation de chercheurs 
et l’aide a la recherche (FCAR),® pro- 
vided grants to support research by 
teams on general or targeted themes. 
Those programs initially supported 
the creation of small and medium- 
sized research teams (in the 1980s), 
and then promoted the establish- 
ment of large research teams (in the 
1990s). It is noteworthy that, in 1984, 
Quebec’s Department of Education, 
through the Fonds des services aux 
collectivités, was the first public 
granting agency to fund development 
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of partnership-oriented humanities 
research, assisting research projects 
that forged close ties between 
researchers and social actors in design- 
ing and managing research teams and 
projects. The CQRS followed suit sev- 
eral years later, setting up a funding 
program to establish research teams 
forging close partnerships between 
researchers and practitioners. 


In 1987, the Chaire de Coopération 
Guy-Bernier was established through 
the Fondation de l'UQAM, with finan- 
cial support from the Fédération 

des caisses populaires Desjardins et 
Montréal et de l'Ouest du Québec.9 

In 1988, le Centre de recherche sur 

les innovations sociales (CRISES) was 
established.10 It was the first Quebec 
research centre to include a research 
focus exclusively on the social econ- 
omy within its research programming. 
In 1992, not long after CRISES was 
established, the Laboratoire de 
recherche sur les pratiques et les poli- 
tiques sociales (LAREPPS) was set up at 
UQAM, !! and the Chaire de recherche 
en développement communautaire 
was established in Hull, which became 
in 2002 the Chaire de recherche du 
Canada en développement des collec- 
tivités (CRDC-GERIS).!2 The Labora- 
toire was one of the first research 
centres to forge close ties among 
researchers and practitioners in con- 
ducting action research. In 1997, 
LAREPPS developed the Équipe de 
recherche Économie sociale, santé et 
bien-être, a research team that reflects 
the increased importance of the social 
economy field and the development 
of partnership-oriented research. 


In 2000, the Alliance de recherche 
universités-communautés en 
économie sociale (ARUC-ÉS)13 was 
established at UQAM, in partnership 


with the Chantier de l’économie 
sociale!4 and organizations from the 
social economy field and the labour 
movement, in the form of a consor- 
tium among the Université du Québec 
en Outaouais, the Université du 
Québec a Chicoutimi, and Concordia 
University. The Alliance is the first 
Quebec interuniversity research centre 
dedicated entirely to partnership- 
oriented research on the social econ- 
omy. A number of research structures 
have been introduced since then, 
including the Observatoire en écono- 
mie sociale et en développement 
régional (Université du Québec en 
Outaouais),!> the Chaire de respon- 
sabilité sociale et de développement 
durable (UQAM),!6 and Chaire du 
Canada en économie sociale 
(UQAM).!7 


Throughout the 1990s and the early 
2000s, UQAM, in conjunction with 
the other components of the Univer- 
sité du Québec network, has become a 
centre of excellence for basic research 
and partnership-oriented research on 
social innovation, social development, 
and the social economy. Its numerous 
teams bring together researchers 
through multi-disciplinary, interfac- 
ulty, interuniversity, interregional, 
and partnership approaches. 


The SSHRC recently set up a research 
program dedicated entirely to the 
social economy, allocating $15 million 
over five years (2005-2010). The 
SSHRC social economy grant program 
will help fund the establishment of 
six regional nodes throughout Canada, 
one in each region identified by the 
program, as well as a national hub on 
the social economy. Starting in 2006, 
the program will help support for sev- 
eral years concerted research projects 
on the social economy. !8 


Notes 


1 A comprehensive statistical portrait is 
available at the Chantier de l’économie 
sociale web site: <www.chantier.qc.ca> 
(statistical data section). The portrait 
was produced in 2002 by the Bureau 
de l'économie sociale and Direction 
des coopératives du gouvernement du 
Québec in relation with the Chantier 
de l’économie sociale. 


2 CIRIEC-Canada: 
<www.ciriec.ugam.ca/presentation.html>. 


IRECUS: <www.usherbrooke.ca/irecus/>. 
SAC-UQAM: <www.sac.uqam.ca/>. 


UniRcoops: <www.unircoop.org/>. 
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Chaire Desjardins de coopération et 
développement du milieu: <www.usher 
brooke.ca/medias/communiques/1999/ 
oct/chaire.htm.>. 


7 Centre de gestion des coopératives: 
<www.hec.ca/centredesjardins/>. 


8 These funds are currently merged within 
the Fonds québécois de recherche sur la 
société et la culture (FQRSC). 


9 Chaire de coopération Guy-Bernier: 
<www.er.ugam.ca/nobel/ccgb/ 
index.html>. 


10 CRISES: <www.crises.ugam.ca/>. 

11 LAREPPS: <www.unites.ugam.ca/essbe/>. 
12 CRDC-GERIS: <www.uqo.ca/crdc-geris/>. 
13 ARUC-ES: <www.aruc-es.uqam.ca/>. 


14 Chantier de l’économie sociale: 
<www.chantier.qc.ca/>. 


15 Observatoire en économie sociale 
et en développement régional: 
<www.uqo.ca/observer/SocialGeneral/>. 


16 Chaire responsabilité sociale et 
développement durable: 
<www.ceh.ugam.ca/>. 


17 Canada Research Chair on Social 
Economy: <www.unites.uqam.ca/ 
src/regroupements/chaire-canada- 
economie-sociale.htm>. 


18 See the article by J. Halliwell in this issue 
of Horizons. More information can be 
acquired from the SSHRC web site at 
<WWW.sshrc-crsh.gc.ca>. 
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Development 
Provincial Policy 
Framework 

and Lens 


Eugene Kostyra 
Government of Manitoba 


Eugene Kostyra 

is the Secretary 

to the Government of Manitoba’s 
Community and Economic 
Development Committee 

of Cabinet. 


he concept of the social econ- 

omy is relatively new for most 

Manitobans. However, the 
province has a long history of social 
economy activity within the context 
of community economic development 
(CED). It is at this level that the Mani- 
toba government has taken a signifi- 
cant role in policy development. 


Community economic development 
is a community driven process com- 
bining social, economic, and environ- 
mental goals to build healthy and 
economically viable communities. 

By focusing on local strengths and 
needs, CED has the potential to create 
opportunities for Manitobans with 

an emphasis on social inclusion, 
equality, and empowerment. In 
Manitoba, CED has focused on com- 
munities that are historically margin- 
alized from the mainstream economy, 
in order for these communities to 
share more equally in the benefits of 
economic growth. 


For a provincial government, the 
challenge is to find ways to support 
locally driven CED efforts without 
unduly changing their local character. 
In 2000, the Manitoba government 
began developing a tool to be used by 
government departments in support 


of community economic develop- 
ment. Consultation with CED practi- 
tioners informed this development 

of a policy framework and CED lens 
that is now in use across government. 


The CED Policy Framework and 

Lens integrate both research and 

local practice. The Framework provides 
a guide for departments to support 
community economic initiatives 

that are comprehensive and multi- 
faceted. It identifies the five goals 

and ten principles that define our 
approach to CED (see accompanying 
sidebar). The Manitoba government 
uses a slightly modified version of 

the CED principles developed by the 
worker-owners of Neechi Foods Co-op 
Ltd., which has been adopted by vari- 
ous Manitoba organizations. ! 


The CED Lens helps government per- 
sonnel understand and respond to the 
government’s CED strategy. The Lens 
presents a series of questions relating 
to the 10 principles. Policy and pro- 
gram areas are reviewed by working 
through these questions to determine 
where improvements might be made. 
Since CED-related policies and pro- 
grams vary widely, users are encour- 
aged to exercise flexibility in adapting 
the Lens to fit their own contexts. 


5 CED GOALS 


1. Building greater community capacity. 


2. Nurturing individual and community pride, self-reliance, and leadership. 


3. Enhancing knowledge and skills. 


4. Developing businesses that are responsive to social, economic, and environ- 


mental needs. 


5. Fostering balanced, equitable, and sustainable economic development. 
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In addition to a policy framework, 
government also needs a structure 
within which support for CED activi- 
ties can be managed effectively. Much 
has been written about the need for 
governments to manage horizontally — 
to eliminate, or reduce, the barriers 
that frustrate and inhibit creativity 
and innovation. 


The Manitoba model of CED policy 

is an effort to move in this direction. 
The CED Policy Framework and Lens 
were developed by a team of policy 
and program analysts across govern- 
ment. The success of this collaboration 
strongly suggested that a cross-depart- 
mental approach be used for imple- 
mentation as well. 


To facilitate cross-departmental work- 
ing relationships within the existing 
government structure, the Manitoba 
government chose to drive CED policy 
through a central agency: the Com- 
munity and Economic Development 
Committee of Cabinet (CEDC) Secre- 
tariat. The Secretariat co-ordinates 
major development and economic 
projects that require interdepartmental 
collaboration. 


The Secretariat also chairs the CED 
Working Group, an interdepartmental 
team that meets regularly to look for 
ways to raise awareness of CED across 
governments and encourage the use of 
the CED Policy Framework and Lens. 
The CED Working Group is charged 
with four responsibilities. 


e Assist departments to develop poli- 
cies and programs guided by the 
CED Policy Framework and the 
CED Lens. 


e Raise awareness of CED and the 
government directive. 
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Examples of Manitoba Government 
Programs that Integrate the Goals and 
Principles of the CED Policy Framework 


¢ Neighbourhoods Alive! supports community-driven revitalization of 
designated neighbourhoods in Winnipeg, Brandon, and Thompson. 
To date, over $26.5 million has been committed. Components include 
project funding programs for neighbourhood renewal and community 
development; core-funding to neighbourhood renewal corporations; 
training initiatives; housing repair, rehabilitation, or construction 
assistance; and crime prevention in the form of youth recreational 
“lighthouses.” The most recent provincial budget expanded Neigh- 
bourhoods Alive! to ensure that the entire inner city of Winnipeg 

can benefit from the initiative. More information can be found at 

<www.neighbourhoodsalive.mb.ca>. 


Communities Economic Development Fund is a provincial Crown corpora- 
tion that encourages economic development in Northern Manitoba and 
supports Manitoba’s fishing industry. 


¢ The Northern Development Strategy builds on initiatives already underway 
in government to improve the quality of life for Northern and Aboriginal 
people, with a priority focus on housing, health, transportation, educa- 
tion and training, and economic development. 


¢ Healthy Child Manitoba works across departments to build a community 
development approach for the well-being of Manitoba’s children, fami- 
lies, and communities, with a primary focus on conception through 
infancy and the preschool years. 


¢ The Aboriginal Justice Inquiry - Child Welfare Initiative aims to improve 
the child and family services system in Manitoba, by recognizing and 
supporting the rights of children to develop within safe and healthy 
families and communities, and by recognizing that First Nations and 
Métis people have unique authority, rights, and responsibility to honour 

and care for their children. 


The Community Enterprise Development Tax Credit was put in place in 
response to the call for greater access to capital to build community 
enterprises. The program provides a 30 percent tax credit to qualifying 
investors on investments that do not exceed $30,000. Investments may 
be made either directly in Manitoba community enterprises, or indi- 
rectly, in the community development investment fund pools that 
serve community enterprises. 
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¢ Support department representatives. 


e Function as the knowledge centre 
for government-wide CED activi- 
ties. 


Over the past few years, the Working 
Group has been instrumental in help- 
ing departments build CED ideas 

into their policies and programs (see 
accompanying textbox). Departments 
formally include CED as part of their 
planning process and report on 
progress annually. This year, Manitoba 
released Reporting to Manitobans on 
Performance, 2005 Discussion Document, 
on key indicators related to the econ- 
omy, people, community, and the 
environment. This is the first time 
that such a document has been 
prepared, and CED initiatives are 
included in the reporting. The intent 


is to gain feedback from citizens on 
the performance information pre- 
sented, including CED, for future 
performance reports. 


Strategic CED Initiatives 


Recognizing the complexities of disad- 
vantaged communities, the Province 
of Manitoba also provides core fund- 
ing to organizations that have proved 
instrumental in achieving CED objec- 
tives. It has also incorporated CED 
into government-led activities. (See 
accompanying textboxes.) 


In addition to the government initia- 
tives, the Province of Manitoba takes 
an active role in collaborating with 
community initiatives to further 
develop the CED sector. The Manitoba 
Government is an active partner in 
the Social Sciences and Humanities 


Examples of Funding to CED Initiatives 


Research Council funded project 
entitled Manitoba Research Alliance 

on Community Economic Development 
in the New Economy, and the expanded 
Alliance for Research in the Social 
Economy. 


As described above, the Manitoba 
government strives to support com- 
munities to define and meet eco- 
nomic needs through the CED Initia- 
tive, Policy Framework, Lens, govern- 
ment programs, funding to strategic 
initiatives, and by supporting CED in 
government activities. These policy 
tools work toward enabling all Mani- 
tobans to share in the benefits of eco- 
nomic growth. 


Note 


1 See the related article by S. MacKinnon in 
this issue of Horizons. 


e SEED Winnipeg is a non-profit agency that works 
to combat poverty and assists in the renewal of 
Winnipeg’s inner city. The agency helps low-income 
individuals and community groups develop assets 
and start small businesses. 


North End Housing Project tackles the task of creating 
quality, affordable units in Winnipeg’s North End for 
residents who wish to own their own home through 
renovating existing properties as well as building new 
infill housing. 


Northern Forest Diversification Centre works to link 
the growing demand for non-timber forest products 
with the need to create sustainable economic devel- 
opment opportunities for residents of remote com- 
munities. The Centre is developing a network of 
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community-based micro enterprises within remote 
communities supported by modern packaging and 
marketing infrastructure. 


The CED Technical Assistance Service works with CED 
organizations in Winnipeg that require specific expert- 


ise by providing referrals or brokering services to 
clients who would not otherwise be able to access or 
afford these services. 


The CED Training Intermediary is a capacity-building 
training and education program for unemployed com- 
munity members and CED practitioners in existing 
organizations. Additionally, the intermediary facilitates 
community workshops for practitioners and commu- 
nity members on aspects of CED. 
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The Hydro Northern Training Initiative represents a significant commitment to 
the training of northern Aboriginal people to optimize participation in new 
hydro-electric developments. In total, $60.3 million has been committed by 
the Province of Manitoba, the Government of Canada, and Manitoba Hydro 
to pre-employment training for new hydro projects in partnership with First 
Nations communities and organizations. A comprehensive training process 
is being delivered in addition to career planning and other supports (e.g., 
child care). 


The $665 million Red River Floodway Expansion Project is a critical undertaking 
jointly funded by the governments of Manitoba and Canada, and has incor- 
porated CED in its planning and processes. The Floodway Expansion includes | 
an extensive ongoing public consultation process, and an employment | 
equity Strategy, designed to provide a pool of skilled labour for this and | 
future projects. Equity provisions have been built into the tendering process 

for contracts and through an Aboriginal set aside, which puts aside a portion 

of the overall expansion work for tendering to Aboriginal firms with the 

intent of building business capacity within the sector. 
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discussion on the social econ- 

omy in Manitoba must be pref- 

aced by saying that the term 
social economy has not been widely 
used here. Government policy and 
community activity centre on commu- 
nity economic development (CED); 
however, the term social economy is 
fast becoming part of our vocabulary. 


Interest in this new language emerged 
for two reasons. First, recent federal 
government initiatives supporting 
social economy activity sparked an 
interest in better understanding the 
similarities between CED and social 
economy. Second, Manitoba CED 
practitioners have long been inspired 
by the well-developed social economy 
in Quebec. And while these terminol- 
ogy differences can be confusing, the 
objectives of the actors in the Quebec 
social economy and English Canada’s 
CED community are much the same. 


There are many definitions of CED, 
but practitioners in Manitoba increas- 
ingly see CED as both a strategy and a 
process that aims to reverse the social 
and economic marginalization that 
exists in many communities. More 
than a local economic development 
strategy, CED goals are not simply 
economic. Community economic 
development aims to integrate eco- 
nomic and social objectives that 
ensure greater inclusion, empower- 
ment, and opportunity for individuals 
who have not been the beneficiaries 
of mainstream economic develop- 
ment strategies. 


Social economy also has many defini- 
tions. For some, social economy nar- 
rowly focuses on the development of 
social enterprise. Initiatives recently 
put forward by the federal government 
reflect this view of social economy. 


Others view social economy very 
broadly to include activities within 
the entire voluntary sector. 


University researchers and community 
practitioners have joined together 
through the Manitoba Research 
Alliance on Community Economic 
Development in the New Economy, 
and the more recently expanded 
Alliance for Research In the Social 
Economy (ARISE), to examine the 
history of the sector in Manitoba 

and the potential to increase activities 
as a means of addressing persistent 
inequity. The Alliance views CED and 
the social economy as complementary 
if not somewhat synonymous. Funda- 
mental to the definition of both CED 
and the social economy are goals of 
greater social inclusion and greater 
social and economic equity. Commu- 
nity empowerment and social justice 
must be at the heart of social economy 
and/or CED activities and policies. 


CED in Manitoba 


In Manitoba, CED has a remarkable 
history. In the urban context, it has 
been used as a tool for many years. 
The inner city of Winnipeg experi- 
enced a steady decline in the 1970s 

as a result of increased poverty. But 

in the 1980s, the Winnipeg Core Area 
Initiative, a tri-level government agree- 
ment that provided funding for inner- 
city revitalization, helped to slow the 
tide. However, by 1996, 50.8 percent 
of inner-city households had incomes 
below the low income cut-off. The sit- 
uation further deteriorated throughout 
the 1990s as government support for 
inner-city revitalization declined dra- 
matically. Inner-city activists contin- 
ued to use CED strategies through 
community initiatives, such as the 
development of Aboriginal worker 


> 
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co-operatives, employment training 
programs, micro-enterprise program- 
ming, and advocacy to shift charitable 
fund-raising to emphasize a develop- 
mental approach. It was, however, an 
uphill battle with few resources avail- 
able to support this work. 


job training, employment and social 
enterprise development in areas, such 
as housing development. A newly 
elected NDP Government showed 
greater interest in supporting CED 
efforts in poor communities. This 
resulted in renewed hope and new 


Manitoba community economic development practitioners have long 
been inspired by the well-developed social economy in Quebec. 


In the North, CED as a strategy was 
most prominent in the 1970s with 

the emergence of the Manitoba gov- 
ernment’s Northern Plan, a strategy 

to increase northern self-reliance by 
implementing policies that would 
facilitate local economic development. 
While some successful initiatives 
resulted, gains were short lived as gov- 
ernment strategies to address northern 
social and economic decline through a 
CED approach were largely abandoned 
during the 1990s. 


Rural Manitoba has taken more of a 
local economic development approach 
rather than a CED approach, placing 
less emphasis on social and economic 
inclusion as central to the process. 
Provincial and federal government 
funding has assisted in these efforts 
through Community Futures Develop- 
ment Corporations, Rural Develop- 
ment Agencies, and Community 
Development Corporations. 


Most would agree that the 1990s were 
lean years for communities on the 
margins, especially those in urban cen- 
tres and northern communities. In 
2000, the environment for CED again 
began to shift. The CED sector was 
maturing and taking on more compre- 
hensive development approaches, 
integrating community organizing, 


energy for community organizations 
committed to improving the social 
and economic conditions in their 
communities. And conditions have 
improved. Winnipeg’s inner-city 
communities, while still troubled with 
poverty and crime, have seen signifi- 
cant improvements in those neigh- 
bourhoods where resources have been 
targeted. Housing has improved, arson 
activity is down, commercial strips are 
being revitalized, and high levels of 
social capital are being developed.! 


In the North, initiatives like the 
Northern Forest Diversification Centre, 
a community based initiative that 
works with marginalized communities 
to develop economic development 
opportunities using local resources 
and guided by local values, have been 
small but important contributions to 
social economy development. 


The Principles Underlying 
CED 


While there is still much to be 

done in building Manitoba’s social 
economy, most would agree that 
significant strides have been made. 
Analysis of the Manitoba scene points 
to some critical features that have 
contributed to making it somewhat 
unique in the context of CED and the 
social economy. 


In the late 1990s, Manitoba CED 
practitioners became increasingly 
connected to practitioners across the 
country through organizations like 
the Canadian Community Economic 
Development Network. This provided 
important opportunities to share les- 
sons learned and exchange ideas. It 
also led to the development of some 
important policy recommendations 
that would prove to be extremely 
helpful in the development of CED 
policy in Manitoba. 


In Winnipeg, CED organizations 
increasingly supported some basic 
CED principles that were initially 
crafted by members of Neechi Foods 
grocery store, an inner-city Aboriginal 
worker co-op. These principles are crit- 
ical for a couple of reasons. First, they 
are grounded in community economic 
development theory, and therefore 
they have a sound economic basis. 
Second, as they are increasingly 
adopted by community-based organi- 
zations across the province, they serve 
to unify CED practitioners around 
basic guiding principles. While debate 
around the goals, objectives, and prior- 
ities for CED continue to take shape as 
the experiences of practitioners grow, 
the Neechi principles have been criti- 
cal to the evolution of CED in Mani- 
toba. They include: 


e use of locally produced goods and 
services; 


¢ production of goods and services 
for local use; 


+ local re-investment of profits; 


e long-term employment of local resi- 
dents; 


e local skills development; 
e local decision making; 


¢ promotion of public health; 
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+ improvement of the physical envi- 
ronment; 


e promotion of neighbourhood sta- 
bility; 
+ promotion of human dignity; and 


¢ mutual aid support among organi- 
zations adhering to these principles. 


Recent Provincial Initiatives 


Another critical feature of the 
Manitoba context is the role of the 
provincial government. In 2000, the 
Manitoba government began the 
process of developing a policy to 
support CED. In 2001, it adopted 
the Community Economic Devel- 
opment Framework and CED Lens 
for government-wide use.2 To the 
government's credit, it respected the 
community-adopted CED principles 
and integrated them into its policy 
tools. The policy framework also 
integrates many of the recommenda- 
tions outlined by the Canadian CED 
Network. Through the adoption of 
the CED Lens, the Manitoba govern- 
ment has, in effect, accepted the wis- 
dom of the CED community, and 
acknowledged that governments have 
an important role to play in support 
of CED activity. It also acknowledges 
that there is a need for multi-year 
funding, better horizontal alignment 
of policies and programs, and greater 
co-operation among governments to 
better support community-based work. 


While the content of the framework 
and lens reflects the goals and objec- 
tives of CED practitioners, what is 
most important about the Manitoba 
government’s initiative is the structure 
through which it is implemented. This 


has been both a blessing and a curse. 
Driven from a high-powered central 
agency — the Community and Eco- 
nomic Development Committee of 
Cabinet — implementation of CED 
policy has the potential of reaching 
through, as it should, all government 
departments. This sends a message 
that CED is not the responsibility of 
any single department, but rather all 
departments have a role to play in 
supporting this activity. 


held accountable for their contribu- 
tions to CED. Use of the CED frame- 
work and lens is largely left to the 
discretion of line departments. And 
while some departments have been 
more diligent about finding ways to 
integrate CED principles into their 
programs, other key departments have 
not. There continues to be a great 
deal of room for CED-sensitive policy 
and program development. Areas for 
improvement include industrial devel- 


Community economic development aims to integrate economic and 


social objectives that ensure greater inclusion, empowerment, and 


opportunity for individuals who have not been the beneficiaries of 


mainstream economic development strategies. 


Theoretically, driving CED policy from 
a central department makes good 
sense. However, the limitation of this 
model is that CED becomes the inter- 
est of everyone, but the responsibility 
of no one. There is no single cham- 
pion for CED and no real budget. 
Absence of an identified leader and 
minimal resources to move the initia- 
tive forward is a critical flaw in the 
Manitoba model. As a result, few 
departments have stepped up to the 
plate in a significant way and CED has 
not been as high on the list of govern- 
ment priorities as the CED community 
would like. There remains limited 
awareness of the CED lens across gov- 
ernment and those who know of it 
and are supportive often have little 
power to do what is necessary to 
reshape policy and programs in line 
with the lens. Perhaps the biggest limi- 
tation to implementation of the CED 
lens is that line departments are not 


opment, infrastructure development, 
education, health and child-care serv- 
ices, environmental programming, 
and procurement. It might also be use- 
ful to look for opportunities to embed 
CED in legislation, perhaps by inte- 
grating CED objectives into the exist- 
ing Sustainable Development Act, 
thereby expanding obligations to 
include social and economic goals 

in addition to environmental goals. 


In spite of the limitations, the Mani- 
toba government has demonstrated 
creativity in its approach, and the 
CED community will continue to 
encourage the government to take 
CED policy to the next level and 
develop mechanisms by which 
implementation can be measured. 


Looking to the Future 


The federal government’s recent inter- 
est in the social economy could be 
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a boost for the sector in Manitoba. 
While the federal initiative seems to 
focus much more narrowly on social 
enterprise, and resources are very lim- 
ited, this could present some interest- 
ing opportunities. Again, Manitoba 
practitioners look to Quebec where 
they have very successfully used the 
social enterprise model in areas such 
as child care and housing. Seizing the 
opportunity to increase social enter- 
prise in Manitoba will require a con- 
certed effort by the federal and 
provincial governments, municipal 
governments, and the CED commu- 
nity, to work together to identify 
potential enterprise opportunities and 
creatively use their resources to get 
them off the ground. However, if the 
federal government is serious about 
contributing toward the development 
of a strong social economy, it will need 
to develop a more comprehensive pol- 
icy response similar to what is being 
attempted in Manitoba. 


Whether it is through CED or social 
economy, the groundwork for build- 
ing a community-based economy 
with a social justice goal has been set 
in Manitoba. In northern Manitoba, 
efforts are again underway to educate 
and employ northern residents in 
their home communities. The cities 
of Thompson and Brandon have made 
great strides in revitalizing poor com- 
munities with the help of government 
CED programs. Winnipeg’s inner city 
is fighting back against incredible 
obstacles. Community capacity is 
increasing and new leaders have 
emerged, giving communities new 
hope. 


While efforts to build the social econ- 
omy have been vulnerable to the 
changing policy interests of govern- 
ments, the current supportive environ- 
ment and a renewed enthusiasm 
among those in the CED community 
suggest that there is now a great 
opportunity to build a strong and 
vibrant social economy in Manitoba. 


1 These trends are explored in more detail 
in the State of the Inner City Report: 2005, 
published by the Canadian Centre 
for Policy Alternatives - Manitoba 
in November 2005. 


2 See also the article Made in Manitoba: 
Community Economic Development 
Provincial Policy Framework and Lens 
in this issue. 
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vidence-based decision making 
D requires conceptualization, data 

development, and empirical 
research. This article explores each 
of these in turn, focusing especially 
on two data releases from 2004 that 
substantially increased the quality 
and quantity of the information avail- 
able to support policy research and 
analysis of the social economy and 
related sectors.l 


Concepts 


The social economy is a fairly new 
label for a diverse and evolving 
combination of non-governmental 
organizations (NGOs) that have been 
producing and delivering goods and 
services in communities across Canada 
and around the world for well over 

a century. 


Interest in the social economy by 
name increased in Quebec during 


FIGURE 1 


the mid-1990s. While the non-profit, 
non-government sector is considerable 
across Canada, the social economy 
has yet to be organized as such 

in the country outside Quebec 
(Fairbairn, 2004). 


Social economy enterprises (SEEs) are 
different from for-profit businesses 
in that they involve a diverse collec- 
tion of stakeholders in decisions, 
and generally reinvest any profits to 
advance the mission of the organiza- 
tion, instead of disbursing them to 
owners/shareholders. 


The missions of SEEs are based on a 
combination of common interest and 
public service objectives. A few exam- 
ples illustrate the difference. 


+ A mutual insurance company 
focused on the interests of policy 
holders and a local sports associa- 
tion run by parents who bring 


Social Enterprises at the Crossroads of Co-operatives and the 


Non-Profit Sector 


Co-operatives 


Weocey 
Go-ops 


Socal 


Non-Profit 
Organizations (NPOs) 


Production 
oganced NP UE 


Enterprises 


Source: Reproduced from Defourny (2001). 
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neighbourhood kids together to 
play soccer on Saturday mornings 
are examples of SEEs focused on 
common interests. 


e A soup kitchen that receives dona- 
tions from local supermarkets to 
provide low-cost meals to individ- 
uals in need and an organization 
that receives private donations and 
grants from governments to pro- 
vide training to individuals that 
need help securing employment 
are examples of SEEs focused on 
public service. 


In practice, SEEs are citizen-led, 
community-based organizations 
that use a combination of market 
resources (sales revenue and paid 
labour) and non-market resources 
(government funding, private phi- 
lanthropy, and volunteer labour) 
to produce and deliver goods and 
services to individuals. 


TABLE 1 


Figure 1 presents a conceptual system 
developed by Defourny (2001) that 
links co-operatives, non-profit organi- 
zations and an emerging new sector 
that combines social purpose with 
entrepreneurship. As depicted in the 
figure, some co-operatives and non- 
profits (e.g., workers’ co-operatives 
and production-oriented non-profits) 
are closer to the emerging sector than 
others (e.g., users’ co-ops and advo- 
cacy-oriented non-profits). The figure 
suggests that the boundary that sur- 
rounds the social enterprise sector is 
both fluid and growing. 


The following typology, which bor- 
rows heavily from Defourny, can be 
used to fill the gap between for-profit 
businesses and government organiza- 
tions in Canada, thereby facilitating 
the examination of the social econ- 
omy using available data sources: 


¢ common interest SEEs; 


Situating the Social Economy in Canada 


Private 
Sector 


Social Economy 


Sector 


e public service SEEs; 


+ other NGOs (e.g., those focused on 
advocacy, research, and religious 
worship); and 


° near-government organizations 
(i.e., hospitals, universities, and 
colleges). 


Data 


Two data releases published in 2004 
substantially increased the informa- 
tion available to support policy 
research on the social economy and 
related sectors. 


e The National Survey of Nonprofit 
and Voluntary Organizations was 
the first ever large-scale survey of 
the sector in Canada. It collected 
data on the finances, expenditures, 
activities, populations served, and 
perceived strengths and weaknesses 
of incorporated non-profit organi- 
zations and registered charities. 


Public 
Sector 


Sector DEEE Non-Profit and Voluntary Sector 


Organization type For-profit 


businesses 


Column 
Number of 155,398 
employees in 2004 


Common Public 
interest SEEs 


service SEEs 


740,000 in 1999 


2.5% in 1999, 
excluding volunteers 


Government 
organizations 


Near- government 
organizations 


821,000 
in 2004 


4.3% in 1999, 
excluding volunteers 


0.9% in 1999 nette 5.8% in 1999 


Source: The table, reproduced from PRI (2005), is based on data reported by Hamdad et al. (2004), Goldenberg (2004), the Canadian Co-operative 
Association (private correspondence in 2005), and Statistics Canada’s Labour Force Survey.2 
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FIGURE 2 


GDP by Type of Organization in Canada 


e The Satellite Account on Nonprofit 
Institutions and Volunteering pro- 
vided data on the financial inputs 
and outputs of institutions and the 
economic value of volunteer work. 


The organizations covered by both 
releases were identified by applying 
criteria adapted from the Johns 
Hopkins Comparative Non-Profit 
Sector Project, which provides data 
across an increasing number of 
countries (now at least 37) on the 
activities of formally constituted 
non-governmental, non-religious, 
non-profit-seeking, non-political, 
and self-governing organizations 
where membership is voluntary 

to some degree.* 


Table 1 employs the typology to 
organize the results of descriptive 
research carried out on Canada to 
date, supplemented by readily avail- 
able Statistics Canada data. 


Findings 
Social economy enterprises account for 


about two and a half percent of Canada’s 
gross domestic product (GDP). 


Social economy enterprises (2.6%) 


Other non-governmental organizations (0.9%) 
Near-government organizations (4.3%) 


Government organizations (5.8%) 


A rough estimate of the total size of 
the social economy can be calculated 
based on the last three rows of Table 1: 
it is about 2.5 percent of GDP (column 
3 + column 4 + column 5), minus 

0.9 percent (column 5), plus the 

value of the SEEs not captured in 

the second last row (column 2, about 
one percent*), equal to 2.6 percent 

of the total Canadian economy. 


At around 2.5 percent of GDP, the 
social economy was larger than the 
aerospace (0.6 percent), mining 

(1.0 percent) and pulp and paper 

(1.3 percent) industries, about the 
same size as the oil and gas extraction 
(2.5 percent) industry, and smaller 
than the transportation equipment 
(3.1 percent) industry in 1999.5 


Figure 2 provides a breakdown of 
GDP in Canada by type of organiza- 
tion, based on the preceding data 
and analysis. 


The Canadian data reported in 2004 
allow for identifying some trends for 
the non-profit and voluntary sector 

(NPVS), as well as for the same sector 


excluding near-government organiza- 
tions (i.e., hospitals, universities, and 
colleges). Figure 3 portrays the relative 
size and relationship between these 
two sectors and the social economy, 
based on columns 2 through 6 of 
Table 1 and the preceding data and 
analysis. The relative size of the boxes 
is proportional to their relative share 
of Canada’s GDP. The NPVS is consid- 
erably larger than the social economy 
as defined above, while the NPVS 
excluding near-government organiza- 
tions corresponds much more closely 
to the social economy. 


Because the applicable data sources do 
not support reporting results for the 
social economy, the following findings 
are reported for the NPVS and/or for 
the NPVS excluding near-government 
organizations, depending on the level 
of detail provided in the underlying 
data source. The term non-profit sector 
is used below when the finding applies 
to both of these sectors:6 


e The Canadian non-profit sector has 
been growing since 1997. 


e Federal and provincial government 
support for the Canadian non- 
profit sector grew between 1997 
and 1999 (the most recent period 
for which data is available). 


e The NPVS is larger in Canada than 
in most other developed countries. 


+ Canada is about average among 
developed countries in the share 
of NPVS revenue provided by 
governments. 


+ Ona per capita basis, the NPVS 
is largest in Manitoba and the 
territories. 


+ Governments provide the highest 
share of NPVS revenue in Quebec, 
and the lowest in Alberta. 
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e The vast majority of direct govern- 
ment funding provided to the non- 
profit sector comes from provincial 
and territorial governments. 


+ The federal government provides 
considerable funding to provinces 
and territories. 


Suggestions for the Future 


While social economy enterprises and 
related organizations have been active 
in Canada for well over a century, our 
understanding of them has increased 
substantially over the past 30 to 

40 years. To date, the most accessible 
data comparable across countries and 
provinces and territories has been 
reported for the NPVS, rather than 
for the social economy. Detailed data 
are not systematically collected on a 
regular basis on the scope and struc- 
ture of the social economy as a whole 
in Canada, something first observed 
more than a decade ago (Quarter, 
1992): 


Consideration might be given to the 
periodic systematic collection and 
reporting of reliable data on the activi- 
ties of SEEs in Canada, including on 
their sources and uses of funds. Fur- 
ther data collection might survey from 
the complete universe of SEEs and sup- 
port comparisons across jurisdictions. 


Data collection efforts have generally 
treated social economy enterprises as 
if they were only economic organiza- 
tions, as demonstrated, for example, 
in the Satellite Account of Nonprofit 
Institutions, where all the information 
about organizations is financial. Policy 
makers are also interested in the non- 
financial objectives and accomplish- 
ments of organizations. Further data 
collection efforts might explicitly 
examine the diverse objectives pursed 
by social economy enterprises, perhaps 
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FIGURE 3 


Relative Size and Relationship, Social Economy, the NPVS and the 
NPVS Excluding Near-Government Organizations 


Social Economy = 2.6% of GDP 
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NPVS excluding near-gov orgs 


= 2.5% of GDP 


NPVS = 6.8% of GDP 


by examining their mission state- 
ments, or might examine their 
impacts broadly defined, perhaps by 
surveying the people to whom the 
organizations deliver services. 


More information on the impacts of 
organizations and how to measure 
those impacts would also help ensure 
that programs and policies meet their 
objectives, given that public reporting, 
program evaluation, and auditing 

all require performance information. 
Such information would also usefully 
inform debates about the relative 
efficiency and effectiveness of social 
economy enterprises and for-profit 
businesses in meeting various social 
and economic objectives. 


Academics in Canada and abroad have 
identified insights and observations 
that would usefully inform further 
conceptual work and data collection 
on the social economy. For example, 
Quarter (1992) drew a distinction 
between co-operatives, non-profits in 
public service, and mutual non-profits. 
Fairbairn (2001, 2004) identified differ- 


ent kinds of organizations based on 
their primary activities and decon- 
structed co-operatives as associations 
of people who act in the marketplace. 
Bode and Evers (2004) drew a distinc- 
tion between two kinds of organiza- 
tions that developed in 19th century 
Germany: some addressed social needs 
by helping non-members, while others 
were based on alternative approaches 
to economic operations to serve mem- 
ber needs. Lévesque and Mendell 
(2004) drew a helpful distinction 
between four types of SEEs based on 
the nature of the needs they address 
and whether they are predominantly 
market or non-market based. Insights 
from these and other contributors 
might be integrated to prepare the 
way for further data collection, as 

well as policy development. 


One conceptual issue whose explo- 
ration might inform future policy 
development is the relationship 
between public service SEEs and 
charities. While the term charity 
may not capture fully what SEEs 
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aim to achieve, the concept and how 
it is operationalized has an influence 
on which activities governments sup- 
port, and there is overlap between the 
activities of public service SEEs and the 
definition of charity. 


An evidence-based approach to identi- 
fying the policy and program changes 
that may be needed to better support 
the social economy requires more con- 
cepts, data, and findings. One helpful 
source will be the Social Sciences and 
Humanities Research Council’s Social 
Economy Suite program, which sup- 
ports academic researchers working in 
partnership with community-based 
organizations. The program supports, 
among other things, the development 
of inventories, statistics, tools, and 
analysis. 


More generally, the contributions of 
statisticians, researchers, and analysts 
will be needed to both advance our 
shared understanding of the social 
economy and identify and give expres- 
sion to the role of government. 
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Notes 


1 The article is based on research presented 
in What We Need to Know About the Social 
Economy: A Guide for Policy Research, a PRI 
publication released in July, 2005. 


2 The version of the table in PRI (2005), 
accessible on-line at <www.policy 
research.gc.ca>, includes more notes 
and information on sources. 


3 For more on the Johns Hopkins project, 
see <www.jhu.edu/~cnp/>. For more on 
how the criteria were adapted for the sur- 
vey and satellite account, see respectively 
Hall et al. (2004) and Hamdad et al. 
(2004). 


4 See PRI (2005) for the assumptions 
needed to derive the one percent esti- 
mate, which should be interpreted with 
some caution. 


5 Statistics Canada data defined according 
to the North American Industry Classifi- 
cation System. 


6 Data and text supporting the findings are 
provided in an Annex to the online ver- 
sion of this article on the PRI web site. 
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“Too many people still act as if the private 
sector and the social sector should operate 
on different axes, where one is all about 
making money and the other about serv- 
ing society. A better approach is to inte- 
grate these missions.” 


Steve Case, 
co-founder of America Online and 
chairman of The Case Foundation! 


The Blended Value Proposition, devel- 
oped by Jed Emerson, Senior Fellow at 
the Hewlett Foundation and Lecturer 
at Stanford University’s Graduate 
School of Business, states that all 
organizations, whether for-profit or 
not, can create value that consists of 
economic, social and environmental 
value components — and that investors 
(whether market-rate, charitable or 
some mix of the two) can simultane- 
ously generate all three forms of value 
through providing capital to organiza- 
tions. While all value naturally con- 
sists of a blend, certain investors and 
organizations are intentionally 
attempting to create, integrate and 
maximize the impact of this blended 
value.2 


Traditionally, the private sector market 
place is seen as the segment of the 
economy that delivers “economic 
value,” whereas the social economy, 
from the voluntary sector to social 
enterprises, is seen as the segment of 
the economy that delivers “social 
value.” Learning to blend these values 
proves challenging for both sectors. 


This article explains and explores 

one innovative intermediary tool that 
is fostering a blended approach to 
everyday purchasing and procure- 
ment: the Vancouver-initiated Social 
Purchasing Portal.3 


Background 


Private Sector Economy 


Steve Case, a businessman, and Jed 
Emerson, an academic, are leading 
the discussion about a new definition 
of return on investment. They have 
identified the need to blend the finan- 
cial return on investment and the 
social impact of purchasing and pro- 
curement decisions, values that have 
traditionally been held as separate 
and non-intersecting. 


This concept is helping to inform an 
emerging change in the procurement 
and purchasing practices of businesses. 
Several key factors push this shift, 
ranging from ethical concerns relating 
to corporate globalization to local 
efforts to build sustainable communi- 
ties. At the same time, the growth of 
interest in corporate social responsibil- 
ity (CSR) has brought with it the chal- 
lenge of how to implement a broader 
multiple bottom line (financial/envi- 
ronmental/social) without damaging 
or eroding the traditional single bot- 
tom line of financial return on invest- 
ment. The CSR activities of businesses 
frequently still hold to bottom lines in 
silos, either separating any interest in 
the environment or social issues from 
basic business practices or continuing 
a charitable contributions (grants, etc.) 
mandate totally separate from the core 
business operations. 


There is an emerging opportunity in 
purchasing and procurement where 
a multiple bottom line framework or 
vision can be put into practice using 
existing expenditures. 


A quick web search of socially respon- 
sible procurement shows that the idea 
is gaining momentum, with over 
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170,000 items on Google. But, on a 
closer look, the vast majority of the 
items are no older than three to five 
years, and examine objectives and 
principles rather than practices. There 
are not many examples of where 
socially responsible procurement is 

a common business practice. 


In contrast, environmental considera- 
tions have gained a strong place in 
corporate and government purchasing. 
The examples, however, of the evalua- 
tion of shoe production facilities by 
Nike and Starbuck’s fair trade coffee 


in more entrepreneurial non-profit ini- 
tiatives, including social enterprises, 
where business practices improve 
social activity.4 


Public Sector Economy 


The public sector is showing an 
increasing interest in fostering social 
economy initiatives that reflect a 
merging of financial, environmental, 
and social returns. Examples from 
Canada include the federal initiative 
to fund capacity building, financing, 
and research; and efforts at the 


The Social Purchasing Portal is a tool that facilitates 


blending values. 


options suggest that these practices 
often represent a response by busi- 
nesses to consumer demands to avoid 
negative business impacts, rather than 
active efforts on the part of organiza- 
tions to blend values. 


Social Economy 


The social sector has seen significant 
growth in social enterprises, and busi- 
ness lines that aim to generate profits 
are becoming a common practice in 
the sector that once operated solely on 
a charity model. Non-profit organiza- 
tions use social enterprise to achieve 
their missions and raise funds for 
social agendas. Although social mis- 
sion remains the leading bottom line, 
the financial return on investment is 
increasingly seen as a requirement for 
success over the long term. Enterprise 
practices within the social economy 
provide important examples of blend- 
ing social and financial values. These 
practices are beginning to be sup- 
ported by emerging forms of philan- 
thropy, such as social venture partners 
networks, which have begun to invest 
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municipal and federal level to change 
government purchasing practices (as 
described below). Similarly, in Great 
Britain, the Accounting for Sustain- 
ability Group was convened to focus 
on making public sector practices 
more sustainable. 


At the municipal level, the City of 
Vancouver's policies on sustainable 
purchasing (adopted in 2004) and the 
Manitoba provincial procurement 
principles indicate a changing direc- 
tion in government procurement. 
These policies raise the issue of how 
government procurement policies and 
practices can foster blended procure- 
ment where budget considerations are 
blended with social and environmen- 
tal impact issues. 


While Minister of Public Works and 
Government Services, Stephen Owen 
introduced the concept of the Citi- 
zens’ Dividend. The Citizens’ Dividend 
examines the potential measurement 
of public and social value created by 
federal government purchasing and 


procurement decisions. Although the 
concept faces barriers in both public 
policy and international trade agree- 
ments, it raises the issue of a blended 
return on investment for government 
procurement decisions. 


A Social Economy-Led Partnership in 
Blending Values 


Just as social enterprise has become 
a part of the social economy vocabu- 
lary and practice, traditional private 
sector economic practices influence 
the design of the Social Purchasing 
Portal (SPP), a tool that facilitates 
blending values using existing pur- 
chasing and procurement. 


In the spring of 2001, a small group 
from Vancouver’s Downtown Eastside 
(DTES), Canada’s poorest postal code, 
including representation from employ- 
ment development service providers, 
government employment ministries, 
and community economic develop- 
ment practitioners, began an intensive 
analysis of the lack of effectiveness of 
the programs supporting entry to the 
labour market of long-term unem- 
ployed and hard-to-employ persons. 
The group had several key findings. 


e Services existed in silos, rather than 
a continuum that provides a path 
to employment. 

e Service providers were competing, 


not collaborating. 


e Funders focused on filling seats, not 
employment placement. 


e Training did not reflect employer 
needs. 


e Training did not reflect the job 
seekers’ goals. 


+ The focus was disproportionately 
on training, rather than employ- 
ment attachment. 


Overall, the employment service model 
operated on the supply side, focusing 
on training, rather than employment. 


This small working group examined a 
number of demand side models that 
have been successfully deployed, 
accepting as a model one that stood 
out as holding the greatest potential: 
Ireland’s Fast Track to Technology 
(FIT), an industry-led initiative that 
created jobs for long-term unemployed 
people in the growing Dublin IT sector. 


The next step was recruiting private 
sector participants into the working 
group to implement a FIT Vancouver. 
Several months of planning and fund- 
raising followed to hire a staff person 
to support the effort. However, in the 
fall of 2002 the Vancouver FIT project 
met two obstacles: the crashing high 
tech economy and the nature of the 
Vancouver IT sector. The Vancouver 
IT sector hires almost exclusively very 
highly trained and skilled software 
developers, with hardly an entry-level 
job to be found. Between the falling 
economy and the type of employment 
available, there was no way the FIT 
model would adapt to Vancouver. 


So the group went back to the draw- 
ing board to find a model that would 
work for the lower-skilled and hard- 
to-employ persons that the group was 
working with from the DTES commu- 
nity. The group retained one key ele- 
ment from the FIT model: a demand 
side model focused on employment 
that met the needs of potential 
employers. The group realized that 
although the IT sector companies may 
not have entry-level positions them- 
selves, they, and every other business, 
had to purchase goods and services 
from businesses that did have entry- 
level positions. Every company uses 


goods and services, such as office 
supplies, building cleaning, catering, 
courier services, and landscaping, and 
all of these supplier businesses had 
entry-level positions. So the group 
began to ask itself how it could lever- 
age this knowledge into jobs. 


FIT Vancouver changed its name 

to Fast Track to Employment (FTE) 
and began to re-focus attention on 
building a model that could tap into 
existing supply chain business rela- 
tionships. In addition, FTE increased 
the number of training organizations 
to 20 groups, representing a contin- 
uum of employment development 
services and target groups, including 
immigrants, youth at risk, welfare 
recipients, etc. 


With the financial support and busi- 
ness advice of the BC Technology 


Social Venture Partners, FTE moved 
the model from a conceptual design 
into a means to leverage employment 
opportunities out of existing business- 
to-business purchasing decisions, with 
no added cost or loss of business value 
to the participating businesses. In 
fact, this new model offered the sup- 
plying companies access to a new 

and growing market for their goods 
and services. Agreements with pur- 
chasing companies targeted buying 
through suppliers that would consider 
employing from the FTE training 
pool of candidates. 


The Social Purchasing Portal: 
Matching Social Objectives and 
Marketplace Needs 


The SPP fosters and manages the con- 
verging of these interests in blending 
values of financial return and social 
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return on investment in the area of 
procurement and purchasing of goods 
and services. The SPP acts as the inter- 
mediary or as a broker or agent, allow- 
ing existing business-based value 
decisions to embrace a social value as 
well. As Wayne Scott, Administrator 
for the law firm of Edwards, Kenny 
and Bray (a purchasing partner on 

the SPP) states: “I like the fact that our 
existing purchasing expenses become a 
tool for corporate social responsibility 
without any added cost.” 


The SPP is a web-based database that 
allows businesses, organizations, and 
governments interested in purchasing 
with blended value in mind to identify 
suppliers of goods and services that 
provide quality products and competi- 
tive prices, as well as an identified 
social value, in this case employment 
for the hard to employ, or inner-city 
economic development. 


The private sector has the purchasing 
power and the key suppliers of goods 
and services. The social economy 
includes social enterprises, community 
economic development initiatives, and 
non-profit organizations that address 
and support the needs of the long- 
term unemployed and the hard-to- 
employ segments of the human 
capital spectrum. Purchasers blend 
economic and social values without 
added cost; suppliers have access to 
new markets; and new economic 
activity in the inner city, and jobs for 
the hard-to-employ or long-term 
unemployed are created. 


The SPP in Vancouver has over 150 
businesses and organizations that tar- 
get some of their purchasing to the 


45 suppliers that offer employment 
opportunities to inner-city unem- 
ployed and to businesses located in 
the inner city.$ Over 10 percent of the 
supplier partners are social enterprise 
businesses. Since June 2003, 75 per- 
sons have been placed into employ- 
ment with participating businesses, 
and over $1 million in new purchasing 
has been directed to the suppliers. In 


with a growing number of purchasers 
and suppliers from all sectors, and cre- 
ating measurable social impacts 
through employment creation and 
new inner-city economic activity. 


That said, much remains to be done 
to foster the broader use of purchasing 
and procurement for blended results 
in all sectors. In the private sector, the 
social and environmental return on 


The social economy has to develop further its understanding of its 


role in the larger economic arena. 


Winnipeg, the suppliers are businesses 
and employers that target the needs 
of the north end of the city, an under- 
performing area riddled with unem- 
ployment and poverty.6 In Toronto, 
creating employment opportunities 
for long-term unemployed, immi- 
grants, and urban Aboriginal people 

is the primary purpose of the SPP.” 


Next Steps 


Fostering the Procurement Paradigm 
Shift Through Tools, Policy and 
Behaviour 


The initial success of the SPP points 
toward the opportunities that arise 
when private, public, and social 
economies find avenues to merge and 
blend the traditional silos of economic 
and social values. There is clearly a 
growing interest in integrating the 
concepts of financial return, social 
impact, and environmental footprint. 
The theoretical framework and best 
practices necessary for this shift are 
beginning to be designed and docu- 
mented. Tools like the Social Purchas- 
ing Portal are emerging, resonating 


investment has to be recognized by 
owners, investors, employees, and 
customers as part of an overall 

blended return on investment strategy. | 
Business-to-business purchasing and 
procurement relationships offer one 
significant area for implementation, 

just as consumer choices influence 
product production values. 


The social economy has to develop 
further its understanding of its role in 
the larger economic arena, particularly 
within emerging social enterprise 
models. Critical examination of these 
models is essential. What role does 
self-generated funding play in relation 
to mission and service delivery? How 
can social enterprise support the deliv- 
ery of essential services and have the 
tools to measure social impacts? 


The public economy holds tremen- 
dous potential to blend values in pur- 
chasing and procurement practices. 

It is in the public interest that budget 
decisions balance economic, social, 
and environmental impacts. Govern- 
ments at all levels should examine 


| 
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and adjust procurement policies 
accordingly. Some interprovincial 

and international trade agreements 
need to be examined and adjusted 

to allow government to practise 
blended and sustainable procurement. 
Sustainable practices have to move to 
broad implementation across min- 
istries. 


Fostering blended value options will 
require examining and changing pro- 
curement and purchasing policies and 
practices. All sectors need to take the 
risks and participate in: 


e cross-sector consultation and 
research; 


¢ investments in strategies and tools 
to test effectiveness; 


e sharing of best practices and poli- 
cies; 

e replication of effective tools and 
practices; and 


¢ rewarding behaviour that blends 
values effectively. 


In the context of growing interest in 
blended value, the Social Purchasing 
Portal is one intermediary and rela- 
tionship-building tool that provides a 
simple, efficient, and effective means 
to implement blended bottom- line 
practices and measurements. 


Blending financial and social values in 
purchasing and procurement through- 
out and across the public, private, and 
social sectors is an essential element in 
the creation of healthy local commu- 
nities within an ever globalizing econ- 
omy. It is where the social economy 
and marketplace interests intersect. 
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he PRI released, in July 2005, 

a guide to support policy 

research on the social econ- 
omy. The guide provides background 
on the social economy, identifies 
research issues whose examination 
would support the development of 
policies and programs, provides sug- 
gestions for how this research might 
be conducted, and points to some 
useful information sources. 


The definition of social economy 
enterprises (SEEs) employed in the PRI 
guide is based on three characteristics. 


1. How organizations are governed: 
Members and/or stakeholders 
govern SEEs democratically. 


2. What they do: SEEs use a combi- 
nation of market resources (sales 
revenue and paid labour) and 
non-market resources (government 
funding, private philanthropy, 
and volunteer labour) to produce 
and deliver goods and services 
to people. 


3. Their objectives: A combination of 
the common interests of members 
and concern about the well-being 
of others. 


Social economy enterprises combine 
an entrepreneurial orientation gener- 
ally associated with for-profit organiza- 
tions, mission statements generally 
associated with non-profits, and dem- 
ocratic operating principles to deliver 
goods and services to individuals. 


The analysis developed in the guide 
on the role of government was 
presented in draft form first at a 
September 2004 PRI-SSHRC round- 
table, and again at a graduate research 
seminar in early 2005. The results of 
these discussions, along with subse- 


quent research, led to revisions of the 
analysis, resulting in six observations 
and three conclusions. 


This article first illustrates the observa- 
tions, and then shows how the con- 
clusions follow from them. It aims to 
demonstrate that the conclusions rep- 
resent a reasonable position for gov- 
ernments to take in deciding when 
and how to support the social econ- 
omy. Not a complete position to be 
sure, but a reasonable one. 


The approach used to illustrate the 
observations follows on a discussion 
about coffee that emerged during a 
session on the social economy at the 
PRI’s December 2004 conference, 
Exploring New Approaches to Social 
Policy. That discussion was inspired 
by a reference to the Roasted Cherry 
Coffee House following the February 
2004 Speech from the Throne. The 
coffee shop is a social economy enter- 
prise located a few blocks from the 
PRI’s office in downtown Ottawa. 


In the discussion below, the Roasted 
Cherry Coffee House serves as a proxy 
for a social economy enterprise, while 
its local competitors represent for- 
profit businesses. Figure 1 presents the 
simple framework applied in the PRI 
social economy guide to support the 
six observations. The figure illustrates 
that people with diverse objectives can 
choose to form, join, or support two 
kinds of organizations that produce 
and distribute goods and services: for- 
profit businesses and social economy 
enterprises. People can choose which 
goods and services to buy from which 
organizations, as well as which organi- 
zations to support as benefactors. Peo- 
ple also form governments to make 
and enforce rules, including rules that 
redistribute resources from some indi- 
viduals to others. 


As depicted in Figure 1, social 
economy enterprises and for-profit 
businesses are alternative ways of 
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delivering goods and services.! To take 
a specific example, individuals located 
in downtown Ottawa can choose to 
purchase their coffee from the Roasted 
Cherry Coffee House, or from one of 
many for-profit businesses. In the 
absence of government action, the dis- 
tribution of goods and services and 
organizations reflects the preferences 
of people when they act as producers, 
consumers, and benefactors. 


The framework in Figure 1 is descrip- 
tive: it does not offer a view on 
whether the resulting distribution of 
goods and services is good or bad. It 
just offers a picture of how goods and 
services are produced, exchanged, and 
consumed. The broad policy question 
explored in the guide is when and 
how governments can make things 
better by supporting social economy 
enterprises. The conclusions in the 
guide offer some suggestions for how 
governments can do that. 


Observations 


We illustrate the observations by 
examining the decision of where 

to buy coffee, a concrete issue faced 
by more than 15 million Canadians 
every day.2 


The Roasted Cherry Coffee House 

is not the only coffee shop near the 
premises of the PRI. There are about 
15 others within a five-minute walk. 
Some are independently owned; oth- 
ers are outlets of national and multi- 
national chains. We consider each of 
the six observations from the guide. 


1. Social economy enterprises are compat- 
ible with the market economy and can 
make a positive contribution to welfare 
by reflecting the broad preferences of 
individuals. 


a M RE D ER ENNNeRuT n 
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FIGURE 1 
Framework for Analysis 


The Roasted Cherry Coffee House aims 
to be self-sufficient: “anything the 
government can do will be welcome... 
but it’s not part of the Roasted Cherry 
culture to count on outside help.... We 
need to be entrepreneurial in spirit.”3 
The majority of the partners identified 
on the organization’s web site are not 
governments, but individuals and for- 
profit businesses. The coffee house is 
compatible with the market economy 
in the sense that it is prepared to oper- 
ate based on the voluntary decisions 
of individuals and organizations. 


The Roasted Cherry reflects a broad set 
of preferences by doing a lot of good. 
Along with selling coffee, it provides 
free catering services to community 
events, directs funds to local charities, 
helps youth at risk to develop employ- 
ment skills, and supports schools in 
developing countries. 


The Roasted Cherry Coffee House 
brings together individuals and organi- 
zations to advance many objectives. 


sdaysuey} jeInueUl4 


It has the potential to make people 
better off, compared to the alternative 
of individuals choosing from only 
among for-profit suppliers. 


2. There are costs as well as benefits 
associated with governments funding 
organizations. 


For governments to support social 
enterprises like the Roasted Cherry 
Coffee House, they must at some 
point come up with the tax revenue 
to pay for the support, thereby impos- 
ing an economic cost on Canadians. 
Moreover, if governments provide 
funding directly to organizations, the 
strength of the relationship between 
the suppliers of goods and services 
and the preferences of consumers is 
weakened, since consumers no longer 
vote with their dollars. Finally, if gov- 
ernment funding is available, a con- 
siderable amount of time will likely 
be spent seeking the funding, and 
this is also costly to society, which 
loses what would otherwise be 
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accomplished with this time. So, while 
there are benefits associated with gov- 
ernments supporting social economy 
enterprises, there are also costs. 


3. Governments need funding policies 
that include equity as well as efficiency 
objectives. 


The production and distribution 

of coffee in Ottawa can be efficient 
without organizations like the 
Roasted Cherry Coffee House advanc- 
ing diverse objectives. But govern- 
ments often pursue goals beyond 


supplements to individuals who secure 
employment at an organization. In 
both cases, the individuals meant to 
benefit from the support provided by 
governments would be able to decide 
for themselves what they need. 


5. Oversight is critical when governments 
fund organizations. 


Just as shareholders want to be con- 
vinced that for-profit firms operate 
with their interests in mind, citizens 
should want (and surely do want) 
to be convinced that their resources 


Governments might usefully develop enterprise policies that apply to 


social economy and for-profit enterprises. 


efficiency, including equity objectives 
that the social economy may be in a 
position to help achieve. Accordingly, 
governments need funding policies 
that include factors in addition to effi- 
ciency. 


4. Government funding decisions should 
consider supporting individuals directly. 


As noted, the Roasted Cherry Coffee 
House aims to do a lot of good. The 
organization’s web site indicates that 
it receives some government funding. 
It is at least plausible that govern- 
ments might more effectively meet the 
needs of the individuals who benefit 
from these activities by supporting 
them directly, either as an alternative 
or complement to supporting organi- 
zations. An alternative might provide 
training grants to youth having diffi- 
culty securing employment instead 
of providing grants to organizations 
that hire and train individuals. A 
complement might provide wage 
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directed toward organizations through 
governments are used well. This 
applies to all organizations (including 
coffee shops) when there are interme- 
diaries between who pays for the pro- 
vision of a good or service and who is 
meant to benefit. 


Any or all intended beneficiaries, audi- 
tors, and evaluators can play a role in 
overseeing government funding. An 
intended beneficiary of the activities 
of local coffee shops is able to consult 
a considerable amount of information 
concerning the activities of the 
Roasted Cherry Coffee House and sev- 
eral of its larger competitors, both in 
the store and on-line. The information 
addresses how the organizations aim 
to meet both the needs of customers 
and other objectives. 


What consumers, beneficiaries, 
auditors, and evaluators all need is 
clear and comparable performance 
information. 


6. Governments might usefully consider 
broadening the range of organizations 
that can apply for support under cur- 
rent and proposed programs. 


If governments decide to support 
enterprises, then social economy 
enterprises like the Roasted Cherry 
Coffee House should be able to apply. 
This was recognized in the 2004 fed- 
eral budget, which confirmed that the 
social economy sector would become 
eligible for a wide range of programs 
offered to small business. (There are 
two sides to the coin though: arguably, 
for-profit companies should be able to 
apply for funding under programs that 
are targeted toward social economy 
enterprises.) 


More generally, Observation 6 suggests 
that governments might usefully 
develop an enterprise policy that 
applies to social economy and for- 
profit enterprises. 


Conclusions 


Each conclusion from the guide fol- 
lows from its observations. 


1. Governments should facilitate the for- 
mation of organizations that advance 
shared common interest and public 
service objectives. 


This conclusion follows fairly directly 
from Observation 1: since social econ- 
omy enterprises can make a positive 
contribution to welfare, governments 
should encourage their formation. 


How far governments should go to 
facilitate the formation of social econ- 

omy enterprises is a matter for debate. 

At a minimum, consistent with Obser- 
vation 6, individuals looking to form | 
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them might be provided with informa- 
tion and advice along the lines of that 

currently provided to individuals look- 
ing to establish for-profit businesses. 


2. Whether governments should provide 
funding to any organization depends 
on the organization’s public interest 
objectives and on its ability to advance 
those objectives efficiently and effec- 
tively. 


Observation 2 (costs as well as bene- 
fits) and Observation 4 (funding deci- 
sions should consider supporting 
individuals) imply that funding pro- 
vided to organizations should be based 
on specified conditions. 


Observation 3 (equity and efficiency 
objectives) implies that the public 
interest objectives of the organizations 
in question are important. 


Observation 5 (oversight is critical) 
supports the end of the conclusion, 
since oversight is a way to encourage 
efficiency and effectiveness. 


Finally, Observation 6 (consider broad- 
ening the range of organizations that 
can apply for funding) implies that 
similar considerations should be 
applied to decisions whether to fund 
any kind of organization. In short, 
observations 2 through 6 collectively 
support Conclusion 2. 


3. Before funding organizations, govern- 
ments should examine supporting 
intended beneficiaries directly as an 
alternative or complement. 


This conclusion follows directly from 
Observation 4 (funding decisions 
should consider supporting individu- 
als). 


Canada, PRI (Policy Research Initiative). 
2005. What We Need to Know About the 
Social Economy: A Guide for Policy Research, 
July 2005S. 


Geddes, John. 2004. “Brewing Up New 
Policies.” Maclean’s. February 16. 


1 The framework assumes that govern- 
ments do not deliver goods and services. 
Relaxing this assumption would not alter 
the observations, and thus would not 
alter the conclusions either, since these 
depend only on the observations. 


2 According to the Coffee Association of 
Canada, 63 percent of the 24.5 million 
Canadians over the age of 18 drink coffee 
on a daily basis. 


3 The quote is from the executive director 
of the organization that runs the coffee 
house, as reported in Geddes (2004). 
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primary conclusion of the 

PRI's recently completed 

report, What We Need to 
Know About the Social Economy: A 
Guide for Policy Research, is that gov- 
ernments should facilitate the forma- 
tion of organizations that advance 
shared common interest and public 
service objectives. The guide also notes 
that governments should consider 
carefully the mechanisms through 
which such support is delivered, and 
that the potential merits of providing 
support directly to individual benefici- 
aries should be considered. Supporting 
individuals, the guide suggests, could 
serve as an alternative or complement 
to the direct funding of social eco- 
nomic actors. 


When considering the provision of 
support directly to individuals, a 
voucher approach emerges as a prom- 
ising mechanism to consider. The 
approach is based on the principle 
that service users (beneficiaries) are 
well positioned to determine their 
needs and the organizations best 
suited to meet them. This would 
appear to align with the bottom-up, 
community-oriented nature of what 
has been referred to as the new 
social economy. 


Nevertheless, vouchers have incited 
heated debate for decades. Some argue 
that vouchers will improve efficiency 
and respect consumer choice. Others 
assert that such an approach will result 
in unequal service provision, poor 
quality, stigmatization, and overall 
poor return on investment. This article 
does not take a position in this debate. 
Instead, its purpose is to explore 
impartially the merits and challenges 
presented by a voucher approach to 
integrate independent choice and gov- 
ernment funding of social economy 


enterprises (SEEs) in ways that are 
useful to people. The article suggests 
that governments should include 
voucher-based systems among the 

list of options they explore when con- 
sidering how to fund the social econ- 
omy. It offers a framework for further 
discussion of whether and when 
vouchers may be useful within the 
Canadian context. 


Vouchers as a Funding 
Mechanism 


Under a voucher system, governments 
attach a funding entitlement for a par- 
ticular type of good or service to a par- 
ticular type of person. When a person 
who qualifies presents him or herself 
to a qualified provider, that provider 
can claim the value of the voucher 
from the government. In effect, the 
government pays the organization 

to provide the good or service to the 
individual. Delivery of these services 
typically follows presentation by the 
beneficiary of allowances, coupons, 
or certificates, or may require only 

an interview or application form to 
determine eligibility. 


A voucher system increases the capac- 
ity of the individuals who qualify for 
them to access specific goods and serv- 
ices without dictating a specific sup- 
plier. The providers entitled to receive 
government funding under a voucher 
system are usually subject to licensing 
regimes meant to ensure service qual- 
ity. With this tailoring of actors on 
both the supply and demand sides, a 
voucher system creates a conventional 
service market in which survival 
entails competition among suppliers 
to improve quality and/or efficiency. 


This is very different from the alterna- 


tive model of governments purchasing 
services from specific providers for 
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certain people. It is even more differ- 
ent from governments making grants 
to certain organizations to do specific 
things, because it identifies who can 
receive the services and lets qualifying 
individuals select their suppliers. 


Examples of Voucher-based 
Funding Approaches 


Voucher-type models have already 
been applied to varying degrees in 
a number of sectors where SEEs are 
engaged. Examples include the 
following. 


e The US Food Stamps Program 
(pre-1979) 
The program allowed families to 
purchase food stamp coupons 
redeemable for a given value of 
food purchases. To respond to 
the varied needs of individual 
households, the price paid for 
the coupons was determined by 
household income. 


e Public housing or shelter allowances 
These programs have sometimes 
employed a voucher approach, with 
many in the United States giving 
housing services to beneficiaries on 
a rent-geared-to-income basis. 


e Education 
Vouchers have also been used to 
fund education systems in whole or 
in part in Sweden, the Netherlands, 
Denmark, and a number of cities 
in the United States. Intended to 
address a number of diverse objec- 
tives (such as serving as a mecha- 
nism to distribute state funds or 
introduce competition to improve 
performance at public schools), 
these various education initiatives 
have been highly controversial. 


These examples demonstrate the flexi- 
bility of a voucher approach, which 


can be employed to pursue a number 
of diverse goals in a variety of policy 
areas where SEEs are active. Practically 
speaking, a voucher approach appears 
to be a flexible funding mechanism. 
Nevertheless, a number of concerns 
have been expressed. Evidence indi- 
cates that some concerns may be 

the result of poorly thought out 
program design elements that might 
easily have been addressed. Other 
issues, however, remain to be more 


everyone should be able to con- 
sume. Debates in Canada and the 
United States typically revolve 
around social services, primary 
education, and medical care. 


¢ Who can supply the goods and 
services? 
Organizations can qualify for sup- 
port based on their type, or on 
meeting accreditation standards. In 
regards to funding SEEs in particu- 


Voucher-based approaches can be used to pursue diverse goals in 


sectors where social economy enterprises are active. 


fully explored if this funding model is 
to be considered to support the social 
economy more widely. 


Voucher System Parameters 


It is the parameters of a given voucher- 
based program that determine the 
extent to which it will meet its policy 
objectives. There are four basic param- 
eters. 


e¢ Who can receive the goods and 
services? 
In all but universal programs, 
individuals need to be identifiable 
according to measurable criteria. 
The criteria that identify entitle- 
ment can include income, employ- 
ment or health status, wealth, or 
residency. Support levels can be 
adjusted on an individual basis 
to reflect individual needs 
and challenges. 


e Which goods and services? 
Vouchers are generally used to 
provide what economists refer 
to as merit goods to those who 
might otherwise not receive 
enough of them. Loosely, a merit 
good is one that society thinks 


lar, a fundamental issue that must 
be considered is whether to restrict 
vouchers to SEEs, or to permit for- 
profit enterprises to compete as 
well. As described in more detail 
below, there are pros and cons 
associated with both approaches. 


¢ Co-payment rate 
This is the proportion of the cost 
of the service paid for by the indi- 
vidual. Co-payment rates are set to 
balance support with the need for 
individuals to demonstrate commit- 
ment as well as to encourage indi- 
viduals to invest in activities that 
are beneficial to them, but that 
might nevertheless be neglected. 


Decisions on the parameters deter- 
mine the characteristics of a voucher 
scheme, as well as its outcomes. 
Because these decisions determine 
who is to be helped, toward what 
end, and the degree of choice to be 
allowed voucher recipients, vouchers 
can be designed to pursue a number 
of diverse goals pertaining to equality, 
equity, need, or merit. If parameters 
are poorly selected, undesirable and 
possibly unintended outcomes 

may result. 
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Parameter values collectively influence 
both supply and demand for the 
goods and services covered under 

a given program. For example, 

the amount of support and the co- 
payment rate can have a dramatic 
impact on demand. The kinds of 
organizations that can deliver the 
goods and services, as well as the sim- 
plicity and stringency of accreditation 
standards and processes, will influence 
supply. If program parameters are 
defined so demand exceeds supply, 
long waiting lines are sure to result. 

As described below, these interactions 
need to be explored before implement- 
ing a voucher-based approach. 


Broader Applications 
Involving SEEs 


Observations, opinions, and some 
findings identified in the 2005 PRI 
social economy policy research guide 
suggest that SEEs may be more effec- 
tive than governments and for-profit 
organizations at delivering services 
meant to help individuals in need 

at the community level. This suggests 
that, even if a voucher system permits 
for-profits to compete with SEEs, over 
time SEEs would receive a large share 
of available funding under a voucher 
system, because they would be better 
able to deliver the services that 
respond to the needs of qualifying 
individuals. 


Recent experience in Australia pro- 
vides an indication of what can hap- 
pen when for-profit and non-profit 
organizations compete. Over the last 
several decades, funding changes for 
welfare and employment services were 


introduced in that country to reduce 
the monopoly provision by govern- 
ment organizations and increase 
competition. In some instances, these 
initiatives took the form of voucher- 
type arrangements (Lyons, 1995). Data 
from the late 1990s on the results of 
some of these changes indicate that 
non-profits increased their share of 
publicly funded social and employ- 
ment services at the expense of gov- 
ernment and for-profit organizations 
(Novak, 2003), suggesting that SEEs 
can compete with for-profits. 


The situation may however be some- 
what more complicated. Mark Lyons, 
Professor of Social Economy at the 
University of Technology, Sydney, 
Australia, reports that, over the full 
period during which these reforms 
were introduced in Australia, there has 
been a slight overall decline in non- 
profit provision in the case of social 
and health services, particularly in the 
area of child care, where non-profits 
have lost ground. Two possible reasons 
are provided by Lyons for the decline: 
the withdrawal of some supports once 
exclusively provided to non-profit 
organizations, and difficulty on the 
part of non-profits in gaining access 

to financing for capital investments. ! 
Overall, the evidence from Australia 
indicates that allowing for-profit 
businesses and non-profit SEEs to com- 
pete for beneficiaries under a voucher- 
based system leads to uncertain results. 


Further complicating the debate is evi- 
dence that voucher models targeting 
only SEEs can disrupt market opera- 
tions in ways that negatively impact 
on overarching policy goals. For exam- 


ple, evidence from Canada and the 
United States indicates that while 
some housing allowance programs 
assisted the fortunes of social economy 
sector providers, they also hurt com- 
mercial market providers via reduced 
rental profit and possible market with- 
drawal. This was the result of demand 
being diverted via vouchers toward 
social economy providers that effec- 
tively had a monopoly to accept them. 
Displacement of private investment 
served to ration non-subsidized hous- 
ing further. This outcome ran counter 
to the overall objective of improving 
the housing situation, thereby demon- 
strating the negative effects poor 
parameter choices can have. 


These examples serve to illuminate 
some of the many facets of the debate 
surrounding the question of whether 
private for-profits should be permitted 
to compete with SEEs. As demon- 
strated above, excluding them may 
lead to some negative consequences, 
but including them may run counter 
to efforts to support the social econ- 
omy. This conflict may be irrecon- 
cilable, making a voucher-based 
approach an inappropriate tool for 
supporting the social economy as 

a whole or integrating individual 

SEEs into the broader network of 
service provision. 


It is also possible, however, that the 
appropriateness of a voucher-based 
approach where for-profit businesses 
and non-profit SEEs compete with one 
another may depend on the policy 
issue in question. For some issues, as 
with social housing, an existing mar- 
ket and non-SEE providers may be well 
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established, creating a situation where 
positive policy outcomes may not 
occur if a single form of provider is 
favoured. Other policy challenges, 

in contrast, may best be addressed 

by organizations possessing attributes 
typically associated with SEEs, such 

as being community oriented and 
responsive to grass-roots initiatives. 
Additionally, SEEs may already be the 
dominant form of service provider in 
some areas. In these situations, provid- 
ing vouchers only to SEEs might be 
appropriate, as it might specifically 
favour characteristics unique to SEEs 
or market realities that may contribute 
to positive outcomes. 


Possible Policy Areas for 
Consideration 


As noted earlier, vouchers are generally 
used to provide goods that society 
thinks everyone should be able to 

(or have a right to) consume. Social 
services, primary education, and med- 
ical care may be good examples for 
Canada and the United States. A 
prominent and widely studied exam- 
ple from the United States is the food 
stamps program. An area where social 
economy enterprises are already 
engaged in many countries, including 
Canada, is labour market services for 
individuals seeking employment. 


Conclusion 


Through vouchers, government 
resources can be directed to service 
providers in a way that is respectful 

of the bottom-up, individual-oriented 
approach described by many observers 
as a defining feature of the new social 
economy. In addition, voucher systems 
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create an accountability mechanism 
through which government resources 
are allocated by tying resources to the 
decisions of those meant to benefit 
from them. Voucher-based systems 
establish a quasi-market where sellers 
can respond to the needs of buyers at 
the same time as governments can 
help individuals gain increased access 
to specific goods and services. That 

is reason enough to include them 
among the options to be explored 
when examining how to support the 
provision of goods and services to 
individuals through SEEs. 
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he connectedness or otherwise 

of individuals to social institu- 

tions through the life cycle 
has become a popular lens through 
which to consider asset preparedness 
for withstanding social exclusion 
(PRI, 2004). Refining such a life 
course approach for use in policy 
presents many challenges, and many 
of these centre around the relation- 
ship between individuals and social 
institutions. 


There can be no doubt that the inten- 
tion and degree of choice that indi- 
viduals possess regarding the social 
institutions to which they connect will 
be central to configuring the trajectory 
of their life course. This observation 
begs the question, though, as to how 
we use the term social institution. 


Conventional social science has tradi- 
tionally accepted social institutions as 
being recognizable once certain rela- 
tionships and practices solidify into 
fairly familiar routines and objective 
roles that are entered into by individu- 
als, either voluntarily or otherwise. 
One problem with this traditional 
perspective is that the more diverse 
society becomes, the broader the range 
of different perspectives and under- 
standings, and therefore connections 
to social institutions. In other words, 
society becomes more complex. 
Another problem with the traditional 
perspective is that focusing on existing 
relationships and practices predisposes 
analysts toward focusing on social 
inclusion rather than exclusion. 


By contrast, the condition of social 
exclusion is characterized by a lack 
of connection to anything resembling 
institutions, or at least to those institu- 
tions recognizable to wider society. 
Consider the case of Olivia, a fictional 


character whose story is told to illus- 
trate a life-course approach to social 
policy analysis (PRI, 2004). The story is 
rich and helpful, but the reader is left 
to ask exactly what our friend Olivia is 
doing when “not connected” to the 
main social institutions of her life 
course? If tackling social exclusion is 
the policy goal, then this would seem 
to be a fundamental question. Our 
argument here is that this question 
becomes difficult to answer simply 
because when individuals are not con- 
nected to social institutions they are 
by definition hidden from the gaze of 
wider society — they are, in fact, in the 
shadows. To understand the life course 
we need to go into the shadows. 


It is with such considerations in mind 
that we turn toward the social econ- 
omy which, if indeed constituting a 
social institution, is certainly one that 
has recently come to international 
cognition. The argument is that an 
understanding of the connection of 
this emergent social institution to its 
wider context of other institutions 
and processes is central to how we 
should view the life course, if we are 
concerned about social exclusion. 


There is a broad consensus among 
commentators that something referred 
to as the social economy has been 
developing throughout the globe over 
the past 25 years (Amin et al., 2002). 
Empirical evidence is accumulating 
that the social economy is both large 
and growing in many countries, 
including Canada (Salamon et al., 
2003; UK, 2005; PRI, 2005). Borzaga 
and Santuari (2003: 32) associate the 
new focus on social economy and the 
broader rekindling of interest in the 
third sector “with the crisis of...Euro- 
pean welfare systems...and with the 
innovative characteristics taken on by 


ue ea a a es 2 RQ 2% 2 pa) EUG. a RS 


PoLicy RESEARCH INITIATIVE 


HORIZONS VOLUME 8 NUMBER 2 


non-profit organisations that have 
developed since the 1970s.” This view 
chimes with perceptions of the direc- 
tion of the post-industrial economy, 
where paid work for all is seen as a 
thing of the past, and where the third 
sector plays a role in softening the 
widening gap between the work rich 
and work poor (Rifkin, 1995). 


The growth in the visibility of the 
social economy is coupled with its 
rising stock on the policy agenda 

of western democracies. In France, 
Belgium, the United Kingdom, and 
Ireland, among other European coun- 
tries, the social economy has a profile 
in government policies, and this is 
supported by policies and programs 
at the European Union level. The 
Canadian government is of course 

a more recent convert to the social 
economy as a policy area worthy of 
attention in its own right. 


The Bigger Picture — A Third 
System? 

There remains a lack of consensus 
about the exact nature of this emerg- 
ing phenomenon of the social econ- 
omy. We argue here that viewing the 
social economy as a distinct part of 

a broader third sector — that area of 
social and economic activity between 
the expressly private and public sectors 
(see Figure 1) — has advantages in that 
its relationship to other activities 
found within and beyond the third 
sector is important to an understand- 
ing of how something recognizable as 
a social economy emerges. We argue 
further that the relationship between 
the social economy and for-profit and 
informal economic activity is also 

an important area for study and an 
important concern for governments. 
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FIGURE 1 
Situating the Social Economy 
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The social economy is often used as 

a synonym for social enterprise. Even 
when a distinction is made between 
the two terms, the social economy is 
viewed as no more than the sum of its 
component parts, namely, social enter- 
prises. There is, however, a strong case 
for viewing the social economy as a 
“range of organizations and processes 
that do not conform to the conven- 
tions of either public or private sector 
economic activity” (Amin et al., 1999: 
2033). The range of organizations 
comprising the social economy is 
indeed best collectively viewed as 
social enterprise, defined by the OECD 
as “any private activity conducted in 
the public interest, organised with an 
entrepreneurial strategy but whose 
main purpose is not the maximisation 


2. Public Sector 
governmental 


Social Economy 
Formal 3rd Sector 


of profit but the attainment of certain 
economic and social goals, and which 
has a capacity of bringing innovative 
solutions to the problems of social 
exclusion and unemployment” 
(OECD, 1999: 10). What is glaringly 
absent from this definition, and the 
one adopted by the UK government 
(UK, 2002), is the ownership and con- 
trol of social enterprises. Elsewhere, 
however, the ownership and control 
of enterprises on a mutual and demo- 
cratic basis, for social or community 
benefit, and not for private profit dis- 
tribution, are frequently agreed fea- 
tures of a definition (CONSCISE, 
2003). There is, however, variation 

in what organizational types should 
be included, and this is not simply 

a factor of the cultural and legal 
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FIGURE 2 


The Social Economy and the Shadow Economy in the Third Sector 
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specificities of different countries; 
there can be disagreement within 
one country as to what should be 
included. (For example, in the United 
Kingdom, some commentators 
include local exchange trading 
systems and time banks as social 
enterprises; others keep more rigidly 
to the notion of trading.) Usually 
this is done on the basis of a legal 
or established definition. 


Essentially however, which organi- 
zational forms should be included 
within the broad social economy is 

a question that can be resolved with 
reference to agreed definitions of what 
constitutes social enterprise. But such 
a project both restricts the social econ- 
omy to a discrete sector and also gen- 
erates a tendency toward isomorphism 


with respect to the organizational 
forms that can be legitimately 
included within this sector (DiMaggio 
and Powell, 1983). A negative conse- 
quence of this tendency is that the 
social economy comes to be seen as 
merely a resource for Olivia as she 
travels through the life course. It is 

as if neither she nor any of her fellow 
citizens were involved in the creation 
or re-creation of social enterprises. In 
short, an overly institutionalist view, 
particularly one focused on formal 
institutions, runs the risk of missing 

a whole range of activities, processes, 
and relationships in the space between 
the individual and the social institu- 
tion. An understanding of this space 
is crucial to any efforts to tackle social 
exclusion, for the simple reason that 
the creation and development of 


institutions depends on the co- 
ordinated actions of individuals. 


We therefore argue that a relational 
view of the social economy enables us 
to perceive both external connections 
between the social economy and, for 
instance, the state, as well as internal 
relationships between distinct social 
enterprise activities and other activities 
in the broad third sector. Indeed rather 
than seeing the third sector as contain- 
ing a number of sub-sectors, it is more 
appropriate to talk of a range of related 
activities, which may (or may not) be 
in the process of becoming the visible 
part of this broad sector — the social 
economy as a social institution (see 
Figure 2). 


The schema set out in Figure 2 encour- 
ages us to focus on the activities and 
processes from which the social econ- 
omy emerges. A process of paramount 
importance here is the type and nature 
of social relationships within which 
the behaviour characteristic of private, 
public, or third system economic activ- 
ities are embedded. What motivates 
individuals and groups to assemble 
resources, provide for identified needs, 
take risks, innovate, and develop in 
the way they do? Addressing this ques- 
tion will facilitate our understanding 
of how social enterprise organizations 
are formed and how useful ones might 
be helped to form. It also generates an 
altogether different perspective on 
social enterprises than that generated 
from the perspective of the privatiza- 
tion of former public sector services. 


The Social Economy, the 
Third System, and the Life 
Course 


In recent years the idea that economic 
behaviour is embedded in certain 
types of social relationships has been 
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mostly associated with the work of 
Mark Granovetter (1973, 1985). In par- 
ticular, the argument that weak ties are 
important to economic development 
has been central to the identification 
of the role of social capital in eco- 
nomic development (Woolcock, 1998). 
Another and older idea is that such 
social relationships can be more 
broadly characterized by the way they 
integrate economic behaviour. This 
view is associated with the work of the 
economic anthropologist Karl Polanyi, 
who claimed that just as the motivat- 
ing force of the private sector is profit 
and that of the public sector is redistri- 
bution, a third force is evident, that of 
reciprocity. 


In his masterwork of 1944, The Great 
Transformation, Polanyi claimed that 
“the outstanding discovery of recent 
historical and anthropological research 
is that man’s economy, as a rule, is 
submerged in his (sic) social relation- 
ships. He does not act so as to safe- 
guard his individual interest in the 
possession of material goods; he acts 
so as to safeguard his social standing, 
his social claims, his social assets” 
(Polanyi, 1944: 53). 


Polanyi’s perspective produces a 
rationalization of behaviour that takes 
us beyond homo economicus. While 
profit maximization and redistribution 
guide behaviour in the private and 
public sectors respectively, reciprocity 
is the guiding principle integrating 
behaviour in the third sector. Polanyi’s 
interpretation of reciprocity involves 
the personal production of goods and 
services as a contribution to a wider 
division of labour where the motiva- 
tion is not personal profit or gain but a 
fear of contempt, loss of social pres- 
tige, and possibly ostracism should the 
individual not reciprocate in this way. 


This after all is what motivates an indi- 
vidual to stand his round of drinks 
among friends at a bar. 


While the motivations toward recipro- 
cal behaviour based on co-operation 
and acts of mutual aid are not consid- 
ered explicitly by Polanyi, other con- 
tributors have clearly perceived them 
as important stimulators of action 
(Argyle, 1991; Axelrod, 1984; Birchall, 
1988). A more conventional under- 
standing of reciprocity is based on 

the idea of a favour for a favour, a 


omy is that their provision is mainly 
motivated by generalized reciprocity. 
In terms of the illegal economy, while 
this in certain forms remains moti- 
vated by personal gain (and should 
therefore be represented within the 
private sector), strong arguments have 
been made and some evidence exists 
that some of the activities within the 
illegal economy of undeclared, cash- 
in-hand work are motivated by reci- 
procity (even if cash mediated — see 
Williams and Windebank, 2002). 


The social economy includes not only formal service delivery 
organizations, but also emerging organizations that identify 


new approaches to addressing local problems. 


mutual transaction between two par- 
ties usually referred to as balanced reci- 
procity. Perhaps of greater importance 
to understanding co-operative behav- 
iour is an expanded version of this, 
whereupon some favours and altruistic 
acts toward others are not returned 

by them, but, in the fullness of time, 
by others, and not always with the 
knowledge of the initial act. This is 
referred to as generalized reciprocity, 
and is especially prevalent within fam- 
ily, kin, and friendship networks, as 
well as within tight-knit communities 
and neighbourhoods. Thus, as Putnam 
asserts, “the touchstone of social capi- 
tal is the principle of generalized reci- 
procity” (2000: 134). 


Generalized reciprocity can and does 
unite and integrate actions and rela- 
tionships within the third sector. Our 
understanding of the production and 
consumption of goods and services in 
this third sector, whether paid or 
unpaid, or in the social economy, the 
community economy, the neighbour- 
hood economy, or the family econ- 


Of crucial importance to our argument 
is that, as Figure 2 indicates, many 

of the activities, relationships, and 
processes that occur in the third sector 
are hidden from view and in the shad- 
ows, and thus are neither formalized 
nor institutionalized. While many of 
these hidden activities serve an impor- 
tant function in the coping strategies 
of individuals, as actions largely char- 
acterized by generalized reciprocity, 
they both reflect and rely on strong 
bonding social capital. As such, they 
constitute a collective entrepreneur- 
ship of the grass roots, within which 
some of the seeds sown germinate, 
emerge, and grow into social enter- 
prises. And of course, it was ever thus: 
since industrialization, communities 
and neighbourhoods of disadvantaged 
workers have had to co-operate to 
cope. At first improvised and isolated 
efforts, the savings and loans clubs, 
allotments, building societies, coffin 
clubs, and a range of associated 
schemes were all soon proven to be 
very sound weatherproofing against 
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the chillier winds of the market in pre- 
welfare state societies. Their rapid for- 
malization into a range of legislated 
and regulated friendly societies, mutu- 
als, provident societies, and credit 
unions was not only an indicator of 
the efficacy of such actions, but also a 
set of rafts and bridges with which the 
disadvantaged could connect to wider 
society. The emergence of such activi- 
ties out of the shadows enabled the 
possibility of social inclusion for those 
individuals and groups who had 
painstakingly constructed these 
grass-roots initiatives. 


When postwar liberal democracies 
began to construct the great welfare 
state edifices, it was based in part on 
the pioneering efforts of the third sec- 
tor. But the cradle to grave state made 
redundant much of the demand and 
basic need for friendly societies and 
mutuals, and it is only now, with the 
ebbing of direct state welfare provi- 
sion, that we hear calls for rebuilding 
such social enterprises as a new way 
to deliver public services. 


Paradoxically, in the last few years 
many western democracies have wit- 
nessed the de-mutualization of most 
of the older mutual organizations, 
such as building societies, which in 
truth had long since formalized to 
the extent of losing contact with 
their original roots, social purpose, 
and membership. Are we witnessing 
the emergence of a new wave of 
social enterprises? Will these social 
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enterprises be rooted in the frequently 
murky sub-soil of the shadowy side 

of the life course? Will they be able 

to retain their strengths as they 
emerge from the shadows? 


What Lessons for Policy 
Intervention? 


There is little need to question the 
argument that healthy connections to 
the major social institutions of society 
over the life course are an indication 
of social inclusion: we can determine 
much about how well Olivia is doing 
based on her relationships with formal 
institutions. Even the most die-hard 
advocate of self-help among disadvan- 
taged communities would be forced to 
admit that poverty is not itself much 
of a common bond. The strong bond- 
ing social capital evident among many 
such communities can ultimately 
breed a hostile insularity and a stern 
inclusivity, which perpetuates a state 
of social exclusion. By the same token, 
a lack of appreciation of the activities 
and relationships within the shadows 
of the third sector, and their impor- 
tance as support resources over the life 
course, means we run the risk of hav- 
ing no route map by which connec- 
tions to the major social institutions 
can be made. Social innovations can 
emerge from the shadows. 


The politicians of fiscally strapped wel- 
fare regimes would seem to be staking 
considerable faith in the social econ- 

omy as the arena of new public service 


delivery. There is a risk that, in doing 
so, the real strengths of the social 
economy as a strategy to tackle social 
exclusion will be overlooked. The 
social economy is composed not only 
of formal organizations that deliver 
services; it is also home to emerging 
new organizations that are identifying 
new approaches to addressing local 
problems. The innovative propensity 
of social enterprise is steeped in the 
shady reaches of the third sector 
where new activities, ways of doing, 
and relationships are forged of neces- 
sity to meet needs that would not 
otherwise effectively be met. Govern- 
ments need to be thinking about how 
best to encourage the formation of 
organizations that address complex 
problems like social exclusion, as 

well as how best to deliver services. 


So, the advice to policy professionals 
with respect to the social economy is 
to focus less on the appearances and 
rhetoric and more on what lies in the 
shadows of disadvantaged neighbour- 
hoods: on the grass-roots initiatives 
that are emerging and how they 
enable the individuals and groups 
involved to make connections to 
mainstream society. 
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uring the period when the 

welfare state was intervening 

to solve economic and social 
problems and to promote social devel- 
opment, there was little talk of social 
innovation, although the term has 
been used since the 1970s (Cloutier, 
2004). Social innovation is a concept 
applied routinely in research and 
increasingly in government policy 
making. However, little is known 
about the process of creating social 
innovations, and the way in which 
they are gradually integrated into 
society by becoming customary and 
routine regulatory or operating prac- 
tices. Moreover, few social innovations 
developed over the past 15 years have 
been institutionalized. This article 
addresses the emergence of social 
innovations, their dissemination in 
society, and their institutionalization. 
Three examples based on recent 
work by researchers at the Centre de 
recherche sur les innovations sociales 
(CRISES) will serve as illustrations. 


What Is Social Innovation? 


Social innovations are new responses 
or new solutions to social and eco- 
nomic problems. They are set apart 
from other kinds of interventions 
designed to achieve the same pur- 
poses, because they suggest solutions 
that involve new associations or new 
ways of mobilizing actors. By adopting 
solutions, the actors involved gain 
new competencies. In this sense, the 
actors are not passive; they are partici- 
pating, creating, communicating with 
each other, and negotiating. They are 
developing new social capital by estab- 
lishing reciprocal relationships. The 
resulting trust is conducive to further 
social innovation. These innovation 
processes have been well documented 
over the years. Research that has 


focused on this issue has been largely 
inspired by the process of technologi- 
cal innovation and, to a lesser extent, 
organizational innovation. The issue 
has also been addressed from the per- 
spective of the characteristics of organ- 
izations and the attributes of the 
innovators. We are now able to iden- 
tify the organizations that can inno- 
vate. However, how does this apply to 
a society or a country? Are there char- 
acteristics of one society that make it 
more innovative than another? Why 
is it that, after innovations are created, 
invented, or developed, in some cases 
diffusion is fairly broad, while in other 
cases the innovation remains a local 
process without being shared or 
expanded to other social groups or 
territories? This aspect of innovation 
needs to be addressed from the per- 
spective of institutions. 


The Role of Institutional 
Dynamics 


Innovation is the result of voluntary, 
emerging activities that can be associ- 
ated with specific institutional dynam- 
ics. Each stage of the process of 
creating an innovation is rooted in 
existing institutions, and this is why 
we can state that innovations can be 
traced to openings, opportunities, 
resources, rules, social standards, val- 
ues, or knowledge that are conveyed 
by institutions. The starting point for 
an innovation lies in the recognition 
by the actors involved that standard 
approaches are no longer working and 
no longer fulfilling their initial func- 
tion with respect to legitimacy or per- 
formance. If the problem is technical 
and well defined, and the response 
comes quickly, the solution will be 
clear, and it will emerge from within 
the existing repertoire of institutional 
principles. If the solution does not 
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readily emerge, a new challenge is 
presented, which requires all the 
actors involved to go through a learn- 
ing process. Nobody can unilaterally 
impose a solution on others. The 
actors have to debate, inspire, and 
introduce new ideas, and undergo 

a process of social learning. Parts of 
pre-existing institutions are brought 
together by a coalition of actors in 
an innovation process. 


A society’s capacity to innovate 
depends on the institutional con- 
figuration that facilitates or limits 
innovation (Scott, 2001). Social net- 
works then take over, but these are 
not spontaneous; they are born from 
existing networks within unions, vol- 
untary associations, social movements, 
co-operatives, philanthropic organiza- 
tions, business circles, and govern- 
ments. This involves a long process of 
learning and small-scale arrangements. 
It presupposes a rupture within some 
existing institutions, because innovat- 
ing involves opposing the established 
order and introducing something new, 
while at the same time being rooted 
in rules that allow the innovations to 
grow and be diffused, hence the com- 
plexity of social innovations. 


This process applies to social innova- 
tions in both the private and public 
sectors, as well as in the social econ- 
omy sector. However, the social 
economy sector provides more oppor- 
tunities for social innovation, because 
it is the sector that is the least demar- 
cated and least institutionalized. It 
gives actors more room to manoeuvre, 
which allows them to innovate with- 
out being constrained by the burden 
of existing rules. The reverse is true in 
the public sector, which is embedded 
in a logic of political control and hier- 
archy that may limit innovation, 


although without stopping it alto- 
gether. In public administration, sev- 
eral social innovations based on the 
transformation of values, ethics, and 
the concept of accountability have 
improved the public service. The pri- 
vate sector, for its part, is involved in 
a performance logic where social inno- 
vation is circumscribed by the dictates 
of economic returns. However, there 
are very significant social innovations 
in the private sector, such as fair trade, 
sustainable development, and corpo- 
rate social responsibility, and other 
forms of partnerships, such as union/ 
Management co-operation. The social 
economy sector is embedded in a logic 
where relationships of proximity and 
reciprocity more readily accommodate 
social innovation. This logic focuses 
on social capital, citizenship, democ- 
racy, social, individual, corporate, 

and state responsibility, as well as 
social cohesion. 


The institutional configurations of a 
given society smooth out differences 
among sectors so the social innova- 
tions that emerge in one sector or 
another have common aspects. In 
Quebec, in particular, the union move- 
ment became associated with other 
social movements to bring about 
social innovations in the three sectors 
(private, public, and social economy) 
by making employee or user partici- 
pation the focal point. In general, 
innovations develop within a set of 
institutional arrangements that follow 
the path dependency principle. These 
institutional arrangements comply 
with and advance principles of con- 
formity between innovations that take 
place in a number of spheres simulta- 
neously. Institutionalization is realized 
when an organization attains a special 
character through the emergence of 


distinctive forms, processes, and 
strategies (Selznick, 1996). Actors 
make choices under institutional 
arrangements where the costs of 
leaving, withdrawing, or giving up 
are deemed to be very high. Once 
a choice is made, it is locked in 
(Hollingsworth, 2000). 


Three examples of social innovations 
and their long-term effects illustrate 
the preceding points. 


Social Innovation and the 
Economic Reconversion of 
Territory 


The first example comes from the 
work of J-M. Fontan, J-L. Klein, and D- 
G. Tremblay (2005). It involves a study 
of the economic reconversion of three 
Montreal districts from the perspective 
of socio-territorial innovation during a 
period when the city was undergoing a 
profound crisis with respect to its pro- 
ductive structure. It was through the 
innovative pathways adopted by cer- 
tain socio-economic actors that the 
city was able to get itself out of the 
mess. Montréal was the scene of spe- 
cific arrangement processes among 
local actors who instituted the eco- 
nomic reconversion by investing in 
the creation and development of busi- 
nesses, by committing to local gover- 
nance initiatives, and by inventing 
forms of intervention to contribute to 
community development. This was a 
specific socio-economic coalition that 
appears today to be a model, although 
one that is difficult to reproduce else- 
where, because it is so entrenched in 
Quebec’s institutional reality. This 
model relies on the participation (in 
partnership and conflict) of social 
actors from diverse backgrounds (pri- 
vate, public, and social) who come 
together in innovative pathways in a 
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given territory. These actors managed 
to change the institutional framework 
of the territory through a highly struc- 
tured collective project, instead of 
waiting for market forces to take effect, 
as is the dominant tendency in capi- 
talist countries. These initiatives were 
made possible, because the state (at 
federal, provincial, and municipal lev- 
els) supported them by supporting the 
values of co-operation and partnership 
they embraced. 


This coalition, which was thought to 
be sound, weakened when a govern- 
ment was elected that emphasized 
the private sector and market forces. 
The new government chose to retreat 
from the various coalitions that had 
developed over the years. The union 
movement and other social move- 
ments participating in this coalition 
did, however, reposition themselves 
to defend what had been gained, 
particularly the participation of, 

and partnerships with, other actors. 
These experiments with socio- 
territorial innovation were not institu- 
tionalized (i.e., gains did not become 
entrenched in standardized or regu- 
lated ways that would have given 
them the distinction of custom, legiti- 
macy, and soundness). Nevertheless, 
the experiments initiated in the 1990s 
were not threatened, because they 
maintained a logic of local coalition 
as a means of governance. 


Social Innovation and the 
Supply of Social Housing 


The second example comes from the 
work of M. Bouchard and M. Hudon 
(2004). It involves an analysis of the 
co-operative and associative commu- 
nity housing sector, which was born 
from a history of partnership gover- 

nance in Quebec. This movement 


began in the context of an urban 
housing supply crisis, the transforma- 
tion of the urban landscape, and the 
easing of government housing poli- 
cies. As in the previous case, the inno- 
vations in collective housing relied on 
the virtues of individual ownership 
and market forces to manage supply. 
The state had helped to promote pub- 
lic co-operative housing through sup- 
port programs, but these centralized 
and bureaucratic programs had not 
counted on citizen involvement. It 
was the social movement born of the 
housing crisis that allowed collective 
ownership and the adoption of devel- 
opment and management processes. 
For the movement, economic develop- 
ment has to be associated with social 
development, and the collective 
means of taking charge of housing 
allowed this general interest objective 
to be met. In this respect, this citizens’ 
movement represents a form of social 
innovation in the social economy sec- 
tor. The means of institutionalizing 
these various citizen interventions 
came in the form of state support. The 
provincial government chose to part- 
ner with the community by support- 
ing local initiatives and promoting the 
development of independent skills 
instead of implementing a centralized 
and bureaucratic method, such as a 
Crown corporation. In this partnership 
model, the social actors’ motivations 
supported housing policies. This 
model continues to generate commu- 
nity initiatives, both to meet new 
social needs and to generate new 
means of financing. This example 
shows how social actors and govern- 
ment agencies succeeded in merging 
their objectives. However, since actors 
compete for financing and promotion, 
this partnership model remains at risk. 


The example shows how public insti- 
tutions were transformed to make 
room for innovation involving the for- 
mation of “new citizenship.” This type 
of experiment relies on civil society 
opening the way for new organiza- 
tional structures and new institutional 
arrangements. We see how the appear- 
ance of a new approach to governance 
can lead to a redefinition of the state’s 
role once practices are relatively insti- 
tutionalized and the model is stabi- 
lized. Through institutional 
recognition, the consolidation phase 
thus follows the experimental phase 
when the initiatives of the social 
movements move on from the field of 
contesting public policy to embark on 
social innovation. 


Social Innovation and 
Organizational Dynamics 


The third example comes from the 
work of D. Harrisson and N. Laplante 
(2002). It shows how innovations in 
the working world can become 
embedded in the organizational 
dynamics of a manufacturing business. 
In this example, the path of social 
innovation was marked by numerous 
transformations of customs and rou- 
tines into new actions within the 
organization. In this case, the innova- 
tion took place in two interrelated but 
autonomous ways: teamwork, which 
was the founding project involving 
social innovation, and partnership, 
which enabled relations between the 
union and management of the busi- 
ness to be restructured. The study 
shows how the actors agreed on the 
procedure, particularly by establishing 
a code of conduct. Unlike the previous 
examples, in this case it was the mar- 
ket that served as an institutional 
foundation. The state of the market 
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and the transformation of the rules of 
international trade were the key fac- 
tors ensuring the legitimacy of the 
innovation. When a market downturn 
occurred and jobs were affected, the 
agreement between the parties broke 
down and employees refused to have 
any deeper involvement in the inno- 
vation process, thus leaving it adrift. 
As a general rule, the market does 

not give legitimacy to innovation 
unless it supports growth. When this 
is not the case, innovation becomes 
an awkward compromise that proves 
to be ineffective. 


In this case, social innovation relied 
on a set of procedural rules and stan- 
dards where consent had been built 
slowly through renewed agreements 
relating to everyday work. New rou- 
tines were confirmed, although the 
actors no longer agreed on the signifi- 
cance to be attached to the innova- 
tion. Each actor understood the logic 
of the other actors, even though the 
approaches differed. The positions of 
all the parties were pragmatic: they 
were seeking, first and foremost, to 
reach agreement and develop substan- 
tial bonds regarding various aspects 
of the work. This included variation 
of tasks, autonomy in relation to 
work, the assumption of responsibility, 
co-ordination rules, standards of co- 
operation, and so on. The important 
thing was to ensure greater worker 
satisfaction and to improve work 
performance, product quality, and 
production time frames. In this sense, 
pragmatism was a guiding factor in 
the actors’ co-existence. They wanted 
to perpetuate their relationship 
through the values that had guided 
their negotiations: maintaining jobs, 
improving productivity, autonomy, 
and relations based on mutual trust. 


NU DU 0 


HORIZONS VoLuME 8 NUMBER 2 


The relationships created were them- 
selves the social innovation, which 
was perpetuated through the lasting 
and persistent activities established in 
ongoing and foreseeable relationships. 
It may be said that a process of institu- 
tionalization begins when relations 
between the union and management 
fall within newly prescribed norms 
recognized as legitimate. Through 

the innovation process, new kinds 

of relationships are developed which 
begin an unprecedented kind of co- 
dependence among the actors. 


Conclusion 


This article has shown how experi- 
ments with local initiatives under- 
taken by social actors have the power 
to transform institutions. These experi- 
ments are associated with socially inte- 
grated, ordered, and stable patterns 
that have emerged from unstable and 
poorly organized activities. The inter- 
connection between innovations and 
institutions is made in two stages. 
First, for a social innovation to be pos- 
sible, the institutional system has to 
be open and able to recognize the defi- 
ciencies in performance and means of 
action. The actors must then have the 
necessary autonomy to create new 
procedures while developing relation- 
ships with other actors, often from 
other environments, sometimes even 
in situations involving rivalry or oppo- 
sition. These actors brought together 
in networks may put in place solutions 
to various kinds of social and eco- 
nomic problems. These solutions 

must then go beyond the framework 
in which they were created and be 
adopted by a multitude of social actors 
who give them legitimacy. Then there 
is the second stage, a process whereby 
the social innovation is institutional- 


ized, supporting the perpetuation of 
the new arrangements. The state, the 
market, or the adoption of new values 
and knowledge by the social actors 
involved in establishing norms or rules 
serve as foundations for institutionaliz- 
ing social innovations. Institutionaliza- 
tion is facilitated or impeded by new 
state policies, profound changes to 
market rules, or new social values that 
override the old ones. In this sense, 
social institutions are also the product 
of the initiatives and co-operation of 
social actors. 
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n August 2005, a major interna- 

tional conference on engaging 

communities was held in Brisbane, 
Australia. Organized by the United 
Nations in co-operation with the gov- 
ernment of the State of Queensland, 
the conference drew nearly 2,000 par- 
ticipants from 44 countries, including 
a significant UN delegation, numerous 
political figures and government 
representatives, a few academics, all 
of them renowned, and representa- 
tives from the private and community 
sectors. The discussion focused on 
several key themes related to commu- 
nity and engagement, such as engaged 
governance, engagement of minori- 
ties and groups at risk of exclusion, 
innovative practices for engagement, 
community engagement, and 
engaged communities. 


It is not surprising that a conference 
on this topic aroused such keen inter- 
est. Many representatives from the 
United Nations, developing, and 
developed countries started their pre- 
sentations by alluding to questions 
around the democratic deficit: a dra- 
matic decline in people’s confidence 
in those who govern them, citizens’ 
gradual disengagement from public 
affairs, and a greater sense of power- 
lessness in the face of major economic 
forces. The premise behind many of 
the important debates at this confer- 
ence was that involving community 
players in decision-making processes 
is the best way for governments to 
boost their legitimacy and achieve 
growth and development goals. By 
entering into a real form of shared 
or engaged governance, innovating 
partnerships can emerge and bring 
about positive change. 


This report of the International 
Conference on Engaging Communities 


focuses on the dominant themes pre- 
sented by the keynote speakers during 
the main sessions, and presents the 
major ideas raised in the concurrent 
sessions. 


From Civic Participation to 
Engaged Governance 


An opening session to the conference 
introduced the new paradigm of 
engaged governance. The keynote 
speakers argued that the traditional 
forms of democracy (representative, 
participative, and consultative) are no 
longer appropriate for dealing with 
today’s world, a world of globalization 
and trade liberalization. Under the 
pressure of budget deficits, the delivery 
of public services in many countries is 
assigned increasingly to the private 
sector at the expense of transparency, 
government accountability, and 
respect for the principles of equity. 
Individuals and communities that are 
the most excluded from access to pub- 
lic services are also those that are the 
least well represented politically and 
the least interested in politics. Accord- 
ing to a number of panellists, through- 
out the world the mechanisms that 
support public participation and con- 
sultation are becoming cosmetic pro- 
cedures that make it impossible to 
engage marginalized players in the 
decision-making processes or to con- 
nect governments with these players. 


With reference to the major goals 
associated with the reduction of dis- 
parities that appear in the UN Millen- 
nium Declaration,! 15 or so panellists 
discussed the hypothesis that the new 
democratic challenges should hence- 
forth involve an empowerment 
process, that is, a process of strength- 
ening capacities for self-reliance and 
resilience — entrepreneurship capacities 
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of individuals and of marginalized 
communities. Engaged governance 
presupposes a new way of putting 
government and citizens together 
without the processes always being 
initiated and conducted from top to 
bottom, so that all population groups 
are truly represented. 


From a more analytical point of view, 
engaged governance relies on a form 
of deliberative democracy between 
partners that do not necessarily have 
the same strengths, hence the use of 
a new term that is very fashionable 
in Europe: directly deliberative pol- 
yarchy. This term relates to a form of 
problem solving that bases decisions 
on deliberations among various levels 
of public administration, politics, and 
other actors in the private and com- 
munity sectors. Deliberative polyarchy 
requires putting in place co-operative 
approaches that favour discussion 
and direct negotiation among partners 
rather than approaches that are lim- 
ited to co-ordinating the individual 
strategies of participants. The new 
method relies on the similar experi- 
ences of other individuals or com- 
munities and attaches value to 
non-technical knowledge and local 
learning concerning how to imple- 
ment programs or projects. This 
approach strengthens direct parti- 
cipation by citizens and suggests 
how they can have an immediate 
impact on results.2 


What Role for the State? 


A number of panellists stressed that 

a form of governance that provides a 
greater role for citizens and the private 
sector does not necessarily mean that 
there must be less of the state. The 
examples put forward in the various 
workshops showed how the state can 
play a decisive role in establishing respon- 
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sible partnerships. In engaged gover- 
nance, relations between the machin- 
ery of the state and the private sector 
and community organizations are 
strong, and persons and processes 

are just as important as results. In 
this sense, the role of the state is to 
create conditions conducive to the engage- 
ment of various players from civil 
society, both from the private and 
community sectors, while ensuring 

the accountability of decision-making 
processes that stem from the partner- 
ships thus formed. 


The conference included almost 300 
presentations. These explored exam- 
ples from all parts of the world and 
from numerous policy areas. The 
examples included both successes and 
failures in implementing the engaged 
governance model. The following illus- 
trations provide messages with some 
resonance in the context of commu- 
nity development and the social econ- 
omy in Canada. 


Officially Recognizing the Role of 
Community Engagement 


A number of speakers emphasized the 
importance of recognizing community 
engagement policies in government 
priorities. Numerous presentations 
along these lines focused on Australia. 
In the past few years, many states 
have started putting community 
engagement on their agendas, particu- 
larly by creating community depart- 
ments; by developing policy strategies 
for community engagement (which 
bank not only on improving commu- 
nity capacities, but also on communi- 
cating to public servants the principles 
of community development); and by 
introducing major reforms to promote 
access to all levels of government for 
individuals traditionally excluded 
from them. 


Developing New Forums and 
Mechanisms for Deliberation 


A number of speakers discussed the 
importance of creating new forums 
for dialogue among government, citi- 
zens, and community groups. In the 
Australian State of Queensland, for 
example, a number of new mecha- 
nisms have been established to facili- 
tate citizen engagement: regional 
parliaments have been set up that 
bring government to the people, elec- 
tronic petitions have been established 
to allow Internet users to contact 
elected representatives directly, parlia- 
mentary debates are being published 
electronically, online cabinet sessions 
are held where members of the public 
are invited to contact ministers 
directly, and so on. According to the 
Queensland Premier, Peter Beattie, 
these new forums for deliberation are 
a real tonic for good governance. In 
Great Britain, the BBC spearheaded an 
equally interesting public deliberation 
initiative through its Action Network 
Project. The project consists of a web 
site called Change the World Around 
You (<www.bbc.co.uk>) that aims to 
stimulate social engagement by allow- 
ing citizens to share their concerns 
online, enabling them to make con- 
tact with one other to share their con- 
cerns, and providing information and 
tools to bring about tangible changes. 


Creating New Decision-Making 
Platforms 


A few presentations focused on gover- 
nance experiments involving the 
implementation of new kinds of con- 
tractual arrangements between the 
state and private sector and commu- 
nity partners. A number of cases were 
reported, particularly in the United 
Kingdom, where special problem- 
solving units were established to deal 
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with specific local challenges. Presenta- 
tions emphasized barriers and oppor- 
tunities associated with these new 
ways of working together. Among the 
success criteria identified for these gov- 
ernment experiments were making 
desired results clear in advance, ensur- 
ing that the functions of the decision- 
making unit are clearly understood, 
providing conflict resolution mecha- 
nisms, and making the contribution 
of each of the partners clear. In many 
cases, the capacity for collective learn- 
ing and innovation seems to have 
produced the best results. 


Increasing the Role of Local 
Governments 


A number of the conference sessions 
were devoted to the role of local gov- 
ernments as vehicles for conveying 
community concerns to other levels 
of government. Local governments 
may be in a better position to reflect 
the needs of the people. Exercising 


the functions of government in closer 
proximity to the people increases trust 
and sense of belonging, thus stimulat- 
ing engagement. The many presenta- 
tions on this theme by politicians and 
public servants demonstrated that 
interest in this new localism has begun 
to influence public policy. The Aus- 
tralian national government, in partic- 
ular, has begun creating new links 
with the local level by inviting local 
governments to share governance by 
participating in a number of regional 
forums or partnerships, as well as by 
having funds granted directly without 
going through the state bureaucracy. 
However, in Australia, as elsewhere, 
the illustrations focused mainly on the 
role of local governments as practical 
adjuncts in the delivery of public serv- 
ices rather than as players participating 
in governance. 


Engaged governance is also applied in 
the social economy and community 


development movement in Canada. 
Indeed, the themes broached at the 
Brisbane conference are not particu- 
larly novel. The importance of the 
event lies not so much in the mes- 
sages, but in the individuals who gave 
them: shared and engaged governance 
is now being promoted by official 
organizations, political representatives, 
and senior government officials.3 


Notes 


1 More on the Millennium Development 
Goals can be found on the United 
Nation’s web site <www.un.org/ 
millenniumgoals>. 


2 To learn more about the concept, 
see Joshua Cohen and Charles Sabel, 
Directly Deliberative Polyarchy, 
<wwwz2.law.columbia.edu/sabel/ 
papers/DDP.html>. 


3 The papers presented may be down- 
loaded from the conference web site, 
<www.engagingcommunities200S.org>. 
The speeches by the keynote speakers 
are also downloadable in audio format. 
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n November 2004, a two-day 

international conference on the 

theme of social innovation was 
held in Montréal. In general, innova- 
tion has long been associated with the 
development of technology or with 
changes in the organization of work 
to improve competitiveness. This con- 
ference aimed to broaden the concept 
of innovation to include the underly- 
ing social dimensions. The presenta- 
tions thus sought to illustrate the 
major role played by various arrange- 
ments of stakeholders, and the specific 
social configurations involved in the 
application and dissemination of inno- 
vations. The conference also consid- 
ered how social transformations that 
emerge in the context of innovations 
are themselves a source of innovation. 
A number of presentations dealt with 
the sectors of the social economy and 
community development to illustrate 
this dynamic. 


Social Innovation as a New 
Way to Consider Social Issues 


The focus of the conference was to 
present social innovation as a new 
approach to understanding certain 
social issues. Social innovation allows 
social transformations to be consid- 
ered by examining the social, eco- 
nomic, and political conditions, and 
the specific institutional arrangements 
that give rise to particular responses 
(social, economic, and technological). 


Professor Michel Callon, Ecole des 
Mines in Paris, opened the conference 
by explaining how this dynamic has 
played out over the past few decades. 
Referring to the system of economic 
innovations that is now most familiar, 
which is based on a networked system 
of production and market diversifica- 
tion, he explained how the phenome- 
non was a machine for producing 


social groups. According to Professor 
Callon, if we are now seeing a rapid 
proliferation of social groups, it is 
because social agents are reacting and 
combining to make up for market defi- 
ciencies and the state’s powerlessness 
to respond appropriately to externali- 
ties. On the other side of the coin, the 
emergence of social groups constitutes 
a socio-political force that calls for new 
political processes to be implemented, 
and these contribute directly to the 
innovation process. 


The presentation by Benoit Lévesque 
of the Université du Québec à Mon- 
tréal (UQAM) showed how the com- 
plex interconnections between these 
processes differ across nations. By rec- 
ognizing this, he suggested, it is possi- 
ble to make an important qualitative 
jump in our understanding of innova- 
tion systems. The evolution of research 
on innovation has revealed an episte- 
mological rupture in the traditional 
concept of production-based innova- 
tion systems to introduce the idea of 
an innovation system based on social 
transformations. Consequently, the 
social aspect can be seen more as an 
investment than an expenditure. 
According to Lévesque, it would be 
useful to develop public policies for 
innovation based on the example of 
policies developed in Quebec to sup- 
port the social economy. 


Social Transformations 
Emerging in the Context 
of Innovation as a Source 
of Innovation 


Frank Moulaert of the University of 
Newcastle discussed the strategic role 
of social innovation in the context of 
local development. By referencing the 
Social Innovation, Governance and 
Community Building (SINGOCOM) 
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project, which involves the study of 
alternate models of local development 
in about 10 European cities, Moulaert 
was able to present some of the condi- 
tions that provide opportunities for 
creativity and successful innovation 

to emerge. Local development can 

be innovative, because it is easier at 
the local level to promote small-scale 
experimental initiatives, develop diver- 
sified markets, and put in place insti- 
tutional structures that give a role to 
the third sector. 


Diane Gabrielle-Tremblay, Télé- 
Université, also demonstrated the 
significance of innovation at the local 
level, particularly the impact of terri- 
tory as a magnet for technological 
innovations. Gabrielle-Tremblay 
hypothesized that territory is a key 
input to the innovation process. Terri- 
tory is a factor facilitating networking, 
because it contributes to the process of 
pollinating ideas to produce solutions 
to local problems. Her research at the 
Cité Multimédia technology park in 
Montréal has yet to confirm this 
hypothesis, because of the relative 
infancy of the project. 


The importance for innovation of 
the places where new ties can be 
developed between social players was 
also considered in the context of the 
social economy. Marie Bouchard of 
UQAM presented the social economy 
as a dynamic place where co-operation 
between social players, particularly 
within local networks, plays a central 
role. According to Bouchard, the 
social economy itself is also a source 
of innovation in terms of rules and 


CRISES 


The International Conference on Innovation and Social Transformation 

was organized by CRISES (Centre for Research on Social Innovations), an 
interuniversity and multi-disciplinary research centre that has about 50 
researchers affiliated with seven Quebec institutions. The projects undertaken 
by CRISES focus essentially on social change, the role of the social players 


involved in such change, and the processes for structuring social innovations. 


CRISES researchers conduct studies in the following three areas: 


+ Social innovations and quality of life 


+ Social innovations and territory 


+ Social innovations, work and employment 


practices. The innovation capacity 

of the social economy depends, how- 
ever, on institutional recognition, 
acceptance of its experimental aspect, 
and on whether its anti-establishment 
nature is accepted. 


The presentation by Len Arthur of the 
University of Wales showed how gov- 
ernments can support different ver- 
sions of the social economy. According 
to Arthur, the United Kingdom has 
promoted a rather capitalistic social 
economy model where the state recog- 
nizes a considerable number of enter- 
prises and initiatives that would not be 
included in a more radical version of 
the social economy. Since the defini- 
tion of the social economy employed 
in the United Kingdom excludes key 
criteria, such as democratic ownership 
and control, the social economy has a 
strong presence in the country accord- 
ing to official data (nearly 10 percent 
of total employment). Employing a 
more radical definition of the social 
economy, based on an in-depth trans- 
formation of production processes, 


trade, and the use of goods and serv- 
ices, would have implied a very differ- 
ent approach to policy development, 
according to Arthur. 


The Role of Institutions and 
Networks in Social Innovation 


Throughout the conference, speakers 
emphasized the importance of the 
state’s role in establishing institutions 
that allow innovations to be sup- 
ported. Since there is a close link 
between technological innovations 
and social innovations, public policy 
might go beyond policies that redis- 
tribute resources and address market 
failures to focus also on establishing 
favourable conditions for the applica- 
tion of creativity. 


The presentation by Professor Ash 
Amin, University of Durham, high- 
lighted the limitations of policy agen- 
das that rely on the virtues of social 
empowerment without supporting 
the underlying foundations. Amin 
criticized the Blair Government’s new 
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policies that are characterized by the 
rediscovery of the social, and that rely 
on social capital and the social econ- 
omy to exercise a new form of bot- 
tom-up governance. He said that 
social cannot be reduced to local. 
While recognizing that social sources 
of innovation are often found at the 
local level and are based on commu- 
nity cohesion and solidarity, he noted 
that we can only be sure that this will 
happen in communities that already 
have a tradition of civic participation 
and entrepreneurship. In declining 
communities, interventions must 
instead focus on the causes of the 
decline, and these go beyond the 
local level. 


The presentation by Janet Siltanen, 
Carleton University, was in some 
respects similar to that of Amin. The 
research that she has conducted on 
job entry shows how certain social cir- 
cumstances, including the local envi- 
ronment, limit the portability of social 
policies that are meant to increase the 
capacity of individuals. As Amin had 
suggested for communities, Siltanen 
proposed that the capacity to change 
requires the kind of experience that 
people who are already advantaged 
have had. In her assessment of lifelong 
learning programs that focus essen- 
tially on individual capacity building, 
she has found that the social condi- 
tions of individuals, particularly the 
amount of social capital individuals 
possess (i.e., the type and extent of 
their social networks), influences 

the extent to which they can apply 
the capacities they develop through 
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learning programs. In other words, The Eme 


just as certain conditions favour 
social change, other conditions 

favour certain individual changes. 
Innovation policy should aim to 

establish those conditions. 


The presentation by Michel Trépanier, |" D CANCE 
Institut National de la Recherche 

Scientifique, showed how the estab- 

lishment of favourable conditions, 

particularly the creation of interorgani- 

zational networks, could sustain inno- 

vation through technology transfer. organizati 
His research has shown that, in small 

and medium-sized businesses, innova- 

tion stems from the improvement of 

existing capacities, and that this is 

made possible by establishing new 

relations with other actors. In sum, 

numerous new products are created 

as a result of partnerships rather 

than through research and develop- 

ment as such. 


By the conclusion of the conference, 
the concept of innovation had clearly 
moved beyond the universe of tech- 
nologies and organizational change 
to make inroads into the social realm. 
The presentations demonstrated con- 
vincingly the close and reciprocal 
relationship that exists between 
social transformations and innova- 
tion capacity. ! 


1 A number of the presentations made 
during the conference can be down- 
loaded from the CRISES web site at 
<www.crises.uqam.ca>. 
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ounded in the late 1990s, the 

Canadian Community Economic 

Development Network (CCED- 
Net) is a democratic association of 
community organizations, researchers, 
and practitioners whose mission is 
to promote and support community 
economic development (CED) 
throughout Canada. The Network 
receives funding from a number of 
organizations including the Canadian 
federal government and the J.W. 
McConnell Family Foundation. Over 
the years, CCEDNet has grown from 
a handful of organizations to a large- 
scale network of networks with more 
than 400 members, a board of direc- 
tors, a number of subcommittees, a 
strategic plan, a policy action plan, 
and partnership initiatives, such as the 
Community Economic Development 
Technical Assistance Program (CED- 
TAP). More recently, CCEDNet has 
been a member of the National Social 
Economy Roundtable. 


2004 National Conference 
on CED 


In May 2004, CCEDNet held its fifth 
national conference on community 
economic development in Trois- 
Rivieres, Quebec. Entitled Commu- 
nities Creating the World We Want, 
the event attracted more than 600 
participants and targeted the follow- 
ing objectives: 
+ advance a national policy agenda 
for CED; 


e build the movement and 
strengthen the network of CED 
actors; and 


¢ build community capacity. 


The Conference provided leaders of 
the community movement with an 
opportunity to respond as a group 
to the Canadian government’s 


commitment to provide $100 million 
in support of financing the social 
economy over the next five years.! 


It was obvious to everyone in atten- 
dance that this funding announce- 
ment had shaken the many CED 
practitioners who had little or no 
knowledge of the social economy 
sector. While the main speakers made 
some very positive remarks about the 
size of the government’s investment, 
informal conversations outside the 
conference room suggested that many 
participants were concerned about the 
role of CED in relation to the social 
economy and, by extension, about 
how the funds would be divided 
between the two sectors. Thus, in 
making efforts to unite the various 
players, the CED movement seemed 
to be running up against what might 
be termed a potential schism between 
two different worlds. Within Canada, 
the social economy has been a con- 
cept of interest to governments almost 
exclusively in Quebec, where the 
social economy has been embraced 
by a primarily Francophone audience. 


What is the difference between the 
social economy and the CED move- 
ment? There is no simple answer, but 
a few observations can be made. The 
social economy is a sector-based 
approach with somewhat identifiable 
collective entrepreneurial goals and 
outcomes, similar to the co-operative 
movement. The CED movement, on 
the other hand, is territorial, with an 
overall approach focused on issues 
with interrelated dimensions requiring 
concerted action. Furthermore, the 
underlying, unifying goal of CED is 
empowerment, an evolving, multi- 
dimensional, complex process requir- 
ing a sustained provision of resources 
that will yield measurable results only 
over the long term. 
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2005 National Conference on 
CED and the Social Economy 


To forge closer ties between Francoph- 
one and Anglophone social economy 
and CED practitioners, and to estab- 
lish a common set of terms, concepts, 
and values for the movement, it was 
important for the 2005 National 
Conference to incorporate both 

CED and the social economy. 


Hence, it was with a new name that 
the 2005 National Conference on 
Community Economic Development 
and the Social Economy took place 

in Sault Ste. Marie on May 4-7, under 
the title Building an Inclusive Move- 
ment. Focused on the very topical 
theme of inclusion, the event attracted 
more than 500 participants, who 

were invited to discuss the social, 
economic, political, and cultural inclu- 
sion of marginalized groups including 
Aboriginal people, new immigrants, 
the poor, youth at risk, and disadvan- 
taged communities. 


Reviewing the Strategic 
Objectives of CED 


In light of the recent interest in the 
social economy expressed by the 
Government of Canada, the 2005 
Conference was above all an oppor- 
tunity for CED actors to review their 
mission and take a closer look at the 
new challenges they need to face to 
reposition themselves in relation to 
political priorities (see the accom- 
panying text box). 


A number of workshops examined 

the movement, its development, and 
needed changes. Entire sessions were 
devoted to the CCEDNet strategic 
plan, its policy framework, how it 
might be implemented, and obstacles 
preventing the sector from positioning 
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itself more advantageously. For exam- 
ple, during a session entitled CCED- 
Net’s Policy Framework and the 
Current Situation, Eric Leviten-Reid, 
Chair of the CCEDNet Human 
Development Subcommittee, 
presented for discussion three strategic 
objectives that should be implemented 
as priorities: 
¢ build local social capital by 
strengthening the capacity of com- 
munities to tackle development 
issues; 


¢ build human capital through 
further development of people’s 
entrepreneurial skills and local 
leadership; and 


e build financial capital by enhancing 
the various CED investment 
resources. 


Mr. Leviten-Reid also noted that 
achieving the movement’s strategic 
objectives might be jeopardized 

by the sometimes difficult relations 
between CCEDNet and the Govern- 
ment of Canada, its main financial 
backer. One problem was the differ- 
ence between the mission CCEDNet 
had set for itself and the one implicit 
in recent actions by Human Resources 


Integrating CED with the Social Economy 


In a session entitled Introduction to CED and the Social Economy, Mike 
Lewis, Executive Director of the Centre for Community Enterprise, argued 
that integrating the social economy with CED would help achieve commu- 
nity self-management, an objective for both movements. He suggested that 
pooling efforts would lead to optimum allocation of resources for the benefit 
of the whole community. The social economy sector contributes to commu- 
nity development, because it can trigger impacts on economic development 
that also meet the social expectations of communities. Mr. Lewis gave the 
example of the Lachine Canal and Pointe-Saint-Charles neighbourhoods in 
Montréal, where groups had joined forces and thus exerted an influence on 
both the economic and the social development of their communities. 


and Skills Development Canada 
(HRSDC), which aimed to assign to 
community organizations a role as 
service delivery agents under govern- 
ment supervision. Another issue was 
related to restrictive requirements in 
administrative procedures, which have 
hindered efforts to establish flexible, 
integrated programs in response to 
community needs. For example, Mr. 
Leviten-Reid explained how mecha- 
nisms for allocating funds encouraged 
sector-by-sector operating procedures, 
whereas community economic devel- 
opment focused instead on solving 
interdependent problems requiring 
decompartmentalized solutions. 

A third issue was dissatisfaction 
expressed by community development 
actors with a new funding approach 
being considered by HRSDC based 

on calls to tender for specific projects. 
The CED movement would prefer an 
approach that provided core funding 
for longer-term initiatives. At the 
same time, Mr. Leviten-Reid also 
underscored the government's willing- 
ness to look at these issues and, in par- 
ticular, its recent intention to set up a 
mechanism for ongoing co-operation 
with community partners, and its 
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openness to reviewing CED funding 
commitments over the longer term. 


Peter Hough, Chair of CCEDNet’s 
Financing Subcommittee, outlined 
general approaches being developed 
and examined for encouraging private 
sector investment in CED. Tax credits 
and financial guarantees for contribut- 
ing to community development, and 
the development of a national seed 
fund were among the examples he 
outlined. As for public funding, he 
emphasized the importance of nego- 
tiating a long-term national strategy 
that would remain responsive to local 
needs. He argued that the CCEDNet 
strategy with respect to potential fun- 
ders should be designed to strengthen 
rather than replace existing funding 
mechanisms. He argued further that 
these mechanisms should remain the 
responsibility of those involved in 
community economic development 
(i.e., the regional networks), which 
would own and manage capital funds. 
Mr. Hough also raised for discussion 
the idea of creating an agency made 
up of CED representatives to oversee 
the use of funds. 


Developing a Strong 
Network of Alliances 


The creation of strategic alliances was 
a key recurring theme in discussions 
at the conference. In a plenary on 
government policy, Nancy Neamtan, 
Chair of Chantier de l'économie 
sociale (Quebec social economy 


coalition), stressed that a main obsta- 
cle facing community economic devel- 
opment was compartmentalization 

in individual activity sectors. In her 
opinion, promoting its broad values 
by forging alliances between the 
various development actors would 
strengthen the movement and the 
importance of its role would become 
more widely recognized as a result. She 
offered the social economy movement 
in Quebec as an example. The capacity 
to innovate was built in Quebec, she 
suggested, by focusing on strong net- 
works. Intermediary bodies co-ordinate 
funding and are responsible for ensur- 
ing that basic infrastructure is put in 
place. As a result, the Quebec social 
economy network is now in a position 
to co-produce public policy with gov- 
ernment. She said that a strong net- 
work must: 


+ develop a common core of terms 
and concepts; 


+ clearly identify its priority actions; 


+ forge alliances with the private sec- 
tor and other movements; and 


e ensure that its actions are consis- 
tent with government priorities. 


In a session entitled The Social Deficit, 
Social Programs, and the Social Trans- 
fer: Implications for CED and the 
Social Economy, John Anderson, 
Canadian Council on Social Develop- 
ment, emphasized the importance of 
strategic alliances for CED, especially 
in a context of declining government 


social transfers. The steady drop in 

the amount of money being allocated 
to core funding for groups prompted 
them to tailor their projects to avail- 
able funding instead of working to ful- 
fill their missions and dealing with the 
real problems of their communities. 
Forging alliances between groups helps 
to build the capacity to effect genuine 
change, because the agents of change 
in any given community can then 
work together. Identification of what 
Mike Lewis called driving forces was 

a key step in the creation of strong 
alliances, but with the exception of 
Quebec, where the Chantier de l’éco- 
nomie sociale had set for itself this 
very mandate, few Canadian initia- 
tives have been launched that have 

a focus on meeting this objective.2 


Notes 


1 The Government of Canada’s commit- 
ment, described in more detail elsewhere 
in this issue, also included $17 million 
over two years for a targeted pilot pro- 
gram in support of strategic planning and 
capacity building of CED organizations, 
and $15 million over five years to the 
Social Sciences and Humanities Research 
Council for community-based research 
on the social economy. 


2 The theme for the 2006 National Con- 
ference on Community Economic 
Development and the Social Economy 
will be Rooting Development in Com- 
munity. The Conference will be held in 
Vancouver in March 2006. Some of the 
presentations of the 2005 conference can 
be downloaded from the CCEDNet web 
site <www.ccednet-rcdec.ca>. 
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The challenge for public policy today is to 
develop solutions to problems that are not 
likely to disappear. 


As environmental activists, our job is to 
get out of a job. 


These messages came to mind while 
reading Bill Shore’s The Cathedral 
Within. Both of them highlight, in 
different ways, past illusions concern- 
ing social action, which were based 
on the idea that social problems can 
be fixed rather quickly if we find, and 
implement, the right tool or tools. As 
demonstrated by the long history of 
public policies devoted to fighting 
poverty, or environmental degrada- 
tion, quick and easy solutions are 
most probably chimerical. 


Bill Shore offers some insight on how 
to think about and makes a contribu- 
tion toward addressing complicated 
social problems. Solutions, according 
to Shore, are usefully seen as the great 
cathedrals constructed in the past, 
which were the result of the work of 
countless committed individuals, most 
of whom could not have dreamed of 
seeing the end result of their work. 
What is required is an unfaltering 
commitment to placing the next 
bricks needed to reach ambitious 

and sustainable outcomes. 


Providing inspiring examples, Shore 
notes that solutions require the ongo- 
ing dedication of social entrepreneurs, 
who have developed a vision of what 
is required and who build for the long 
term (the very very long term). These 
entrepreneurs are not only investing 
themselves fully in a social cause of 
their choosing, they are building self- 
sustaining, financially autonomous 
institutions (cathedrals) that will 

be part of lasting solutions to social 


problems. These leaders are able to 
bring together the strength of many 
to work for a shared and ambitious 
but distant vision. 


A controversial aspect of Shore’s vision 
is that institutions dealing with social 
problems have to learn from, among 
others, businesses operating in the 
marketplace. The reasons are both 
practical and strategic: most non- 
profit organizations have a short life 
expectancy, which is insufficient for 
addressing the long-term issues that 
concern them. 


Shore sees the need for strong, self- 
sustaining non-profit organizations 
that act effectively and independently 
of government funding over the long 
term, because such funding tends to 
fluctuate. But this limits Shore’s analy- 
sis of the role of the government in 
building cathedrals. Indeed, contem- 
porary experience indicates that 
long-term solutions require strong 
partnerships between different sectors 
of society, including governments. 
The state, civil society (including 
family), and market institutions need 
to work together, complementarily, 

to address issues like poverty and sus- 
tainable development. 


Of course, creating partnerships and 
making them work for common pur- 
poses is a daunting task. The PRI’s 
work on social economy suggests 
that one important challenge is sort- 
ing out the role of governments in 
helping, or rather working with, com- 
munities, social entrepreneurs, and 
social enterprises to ensure they flour- 
ish and play a much needed role in 
finding lasting solutions to challeng- 
ing and important issues requiring 
long-term attention. 
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Co-operative 
Membership 
and 
Globalization 


edited by 

Brett Fairbairn 

and Nora Russell 
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Study of Co-operatives 

(University of Saskatchewan, 2004) 


Reviewed by 
Trent Craddock 


Agriculture and Agri-Food Canada 


[rent Craddock 
is a Senior Policy Research Officer 
with the Co-operatives Secretariat 

at Agriculture and Agri-Food Canada. 


his volume captures the 

thoughts of co-operative lead- 

ers, practitioners, academics, 
and researchers as they reflect on 
the issues and opportunities facing 
Canadian co-operatives within a 
new world order. 


Co-operatives are seen by many as an 
integral part of Canada’s social econ- 
omy, and possibly its best-organized 
and financially strongest component. 
Since co-operatives have a long and 
successful history in combining social 
and economic objectives, they may 
also have lessons to share with other 
social economy enterprises. 


Weaving through issues, such as 
democracy, social economy, social 
cohesion, membership, and the 
potential role of the state in co- 
operative development, the authors 
examine globalization as a process 
involving a complete reorganization 
of relationships. 


Karen Philp, a former director of the 
Canadian Co-operative Association, 
acknowledges that many co-operatives 
are not expressing great enthusiasm 
for globalization. This observation 
is not surprising since co-operatives 
exist to serve the needs of local 
members. Indeed, they are helping 
to counter the negative impacts of 
globalization by doing what co- 
operatives have always done — 
strengthening their communities 

by fostering local ownership and 
control, local leadership skills, and 
the capacity to effect change. 


Philp recognizes the potential of co- 
operatives to be viable alternatives to 
the new economic models — where 


concentration of market power is the 
norm. She proposes that the move- 
ment’s greatest asset is its networks — 
at the local, national, and interna- 
tional levels — that can allow co- 
operatives to be globally aware and 
connected while acting locally to 
provide community-owned alterna- 
tives to transnational corporations. 


Challenges of Globalization 


Globalization — with increased inter- 
national trade, greater international 
movement of labour and capital, rising 
international communications, and 
the growing importance of multina- 
tional corporations — has brought sig- 
nificant changes to Canadian society 
and the economy. 


As a process, globalization has 
involved a wholesale reorganization 
of relationships, new technologies, 
growing corporate concentration, 
changing regulations, and new social 
relations, that have changed the way 
Canadians do business. One result has 
been the loss of local control with 
goods, people, and information travel- 
ling greater distances than in the past. 


While the wealthy and the highly 
educated can adapt more easily and 
benefit from these times of rapid 
change, some feel that part of the 
population is excluded from these 
benefits. Governments have also, 

at times, sacrificed the needs of the 
excluded, in the name of cost cutting 
and deficit reduction. The result has 
been that many now feel the economy 
is out of balance with corporations 
becoming too powerful. As a counter- 
balance to this trend, co-operatives 
can help empower the excluded and 
create greater fairness in the economy. 
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Co-operatives Respond to 
Globalization Concerns 


Leslie Brown, an academic with 
Mount Saint Vincent University, 
argues that co-operatives are an inte- 
gral part of a balanced economy, act- 
ing as a counter-balancing force to 
the concentration of wealth and 
power of large private corporations. 


Co-operatives are ideally positioned 
to think globally and act locally since 
many are nationally and globally 
networked with international co-op 
development activities and interna- 
tional trade that brings products from 
around the globe to their local com- 
munities. When co-operatives use 
the power of these networks they 
can indeed find their niche within 
the new world order. 


Bill Turner, a member of the Gov- 
ernment of Canada’s Co-operative 
Development Initiative Steering 
Committee, hopes more and more co- 
operatives will be able to see a poten- 
tial role in helping their members 
adapt, evolve, and turn the challenges 
of globalization into opportunities. 
He stresses the importance of under- 
standing how globalization affects 
co-op membership and the competi- 
tive marketplace, and how to seize 
the opportunities presented. 


A case in point is Mario Carrier’s 
examination of Quebec forestry co- 
operatives. His chapter reflects on the 
link between these co-operatives and 
the economic development of forestry- 
dependent communities. The author 
states that forestry co-operatives have 
played a large role in the Quebec 
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forestry industry and have had a posi- 
tive impact on communities through 
job creation. His case study found that 
co-operatives can both respond to 
globalization and strengthen commu- 
nities through collaboration between 
the state, the large forestry corpora- 
tions, and the local community. 


Acknowledging Canada’s changing 
demographic composition due to 

a high per capita immigration rate, 

a decline in the birth rate, and pop- 
ulation aging, Christine de Clercy 
stresses the importance of diversity 
in leadership and the need to recruit 
candidates from underrepresented 
groups. The ability to access a broad 
range of ideas is important to co-ops, 
with success or failure depending on 
their ability to create knowledge and 
adopt fresh approaches. 


Jean-Pierre Girard and Patrick De 
Bortoli’s review of Quebec solidarity 
co-operatives — multi-stakeholder co- 
operatives that include users, workers, 
and other parties - found that these 
organizations balance the interests of 
workers and users. Operating in such 
fields as home care, these co-ops have 
experienced exponential growth and 
proven to be a successful partnership 
between the world of volunteerism 
and economic activity. 


Chris McCarville’s analysis of Arctic 
Co-operatives Limited illustrates that 
co-operatives can serve as democratic, 
community-based development mod- 
els in Aboriginal communities. The 
historical role of co-operatives in the 
North has seen the development of 
community infrastructure and skills, 


and many Aboriginal leaders have 
risen through the co-operative system. 
Arctic Co-operatives Limited allowed 
communities to pool their resources 
and create an effective network that 
has enabled a greater level of eco- 
nomic development in the region. 


In this age of social transformation, 
successful co-operatives must under- 
stand who their members are and not 
take them for granted. As self-help 
organizations designed to serve their 
members, co-operatives must continue 
to be more responsive to consumer 
needs than other businesses. At the 
same time, communities are being 
redefined with geographical distances 
becoming less important. As a result, 
co-operatives will have to find new 
definitions of community. 


Daniel Coté examined the dairy co- 
operative, Agropur, to better under- 
stand how a large co-operative with 
dispersed members can maintain 
member involvement and a sense of 
community in an increasingly com- 
plex and challenging environment. 
His case study shows how Agroput’s 
success was due to strong member 
involvement in decision making, as 
well as extensive member education, 
information, and consultation. The 
result was greater member loyalty, 
which became a competitive advan- 
tage in the market place. 


Advice to Government 


In the book’s concluding chapter, Brett 
Fairbairn suggests that co-operatives as 
self-help organizations also assist gov- 
ernments in attaining broader policy 
objectives, and he makes a case for a 
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supportive government policy envi- 

ronment for co-operatives. In particu- 

lar, he suggests that co-operatives can 

help by: 

e improving local autonomy, leader- 
ship, and control, and the capacity 
to adapt to change; 


e strengthening social cohesion by 
allowing citizens to work together 
toward common objectives; 


+ developing the potential of 
excluded groups, such as disadvan- 
taged people and communities; 


e raising the bar among businesses 
regarding community accountabil- 
ity; and 


+ creating community solutions to 
health care and other social needs. 


Supportive governments should 
encourage co-operatives while 

leaving the day-to-day affairs of the 
co-operatives to their members and 
leaders. Accordingly, Fairbairn suggests 
that areas such as research, education, 
and technical assistance should be 
the focus of government support. 
The government should also ensure 
that existing programs include co- 
operatives as eligible participants. 


Government of Canada 
Initiatives to Support 
Co-operatives 


The Government of Canada under- 
stands the important role co- 
operatives can play in advancing 
public policy objectives, and its views 
are in line with those of the United 
Nations. In recent years, the federal 


From its modest beginnings in the 19th century, the cooperative movement 
has become a significant force in global civil society, both in terms of mem- 
bership and impact. More than 760 million people are engaged in the coop- 
erative sector, and cooperatives are at work in more than 100 countries in 
almost all areas of human endeavor. As people-centered organizations based 
on equity, solidarity and self-help, cooperatives are a catalyst for entrepre- 


neurial expansion and an important factor in social stability and cohesion. 
They also provide essential services, such as appropriate and affordable 
housing, utilities, infrastructure, health care and social, financial and insur- 


ance services. 


Koffi Annan, Secretary-General of the UN, September 2003, 
<www.un.org/apps/sg/sgstats.asp?nid=479>. 


government has moved closer to the 
supportive policy environment that 
Brett Fairbairn advocates through the 
establishment of the Co-operative 
Development Initiative (CDI) and the 
inclusion of co-operatives in planned 
social economy initiatives. 


The CDI supports co-operatives 
through two program components. 
Advisory Services provides technical 
assistance to co-operatives and is 
delivered through the Canadian Co- 
operative Association, the Conseil 
Canadien de la Coopération and its 
affiliated co-op sector organizations 
across Canada. The Innovation and 
Research component, delivered by 
the Government of Canada’s Co- 
operatives Secretariat, researches and 
tests innovative applications of the 
co-operative model in federal priority 
areas. Demand for the CDI program 
has greatly exceeded available 
resources, indicating considerable 
interest in the program’s services.l 


Budget 2004 significantly increased 
support for the social economy sector. 
Co-operatives, as an important part of 
the social economy, are included in 
these measures. 


Notes 


1 Additional information regarding the 
Government of Canada’s Co-operative 
Development Initiative can be found 
at <www.agr.gc.ca/policy/coop/ 
information_e.phtml>. 


2 Complete information regarding Budget 
2004 can be found on the Department 
of Finance Canada’s web site: 
<www.fin.gc.ca/budtoce/2004/budliste. 
htm>. 
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have shown the positive influence 

of social capital in promoting 
health (e.g., decreasing infectious 
diseases, preventing risky behaviours, 
improving maternal and infant 
health), taking charge of health (e.g., 
social justice, community involve- 
ment), and psychosocial mechanisms 
(e.g., social support, social inclusion) 
(Kawachi et al., 1999; Berkman and 
Glass, 2000). 


|: the health field, many studies 


In this context, the Public Health 
Agency of Canada has been conduct- 
ing a social capital project since 2001. 
Analysts from the Policy Research 
Division (PRD) have contributed to 
the development of knowledge in rela- 
tion to the concept, proposed indica- 
tors for health surveys, looked at how 
to translate the concept into policies 
and programs, and suggested indica- 
tors to be included in evaluation and 
planning tools for community inter- 
ventions funded by the Agency and 
Health Canada. 


In 2004, the PRD began working 

with researchers at the Institute of 
Population Health at the University 
of Ottawa on the analysis of data 
from the 2003 General Social Survey 
(GSS), Cycle 17, which targeted social 
engagement in Canada. The objectives 
of the study were to explore the possi- 
bility of conceptualizing a network- 
based definition of social capital, 
using the GSS, and to examine the 
relationship between social capital 
(using the foregoing definition) and 
health.2 This document provides a 
brief presentation of the theoretical 
and methodological approaches used 
in the development of a model to 
operationalize the concept of social 


capital based on the GSS variables, 
the most significant findings resulting 
from our analysis, and a few limits 

of the analyses. Improvement of the 
tools used to gather information on 
social capital at the national level is 

a prerequisite for more focused use 

of the findings to develop policies. 


The Analytical Model Used 


The model evolved from a definition 
of social capital based on the network 
approach. According to this approach 
(Lin, 1995, 2001; Levesque and White, 
1999; Lévesque, 2000; Van Der Gaag 
and Snijders, 2005), social capital 
refers to networks of social relations 
that provide access to resources and 
support. By way of the Policy Research 
Initiative, the federal government is 
also promoting this approach in its 
reflections on the use of social capital 
as a public policy instrument 

(PRI, 2003).5 


Social networks consist of a person’s 
immediate circle (strong ties) and 
secondary networks (weak ties). These 
social capital generating networks are 
dynamic; they can be sporadic and 
associated with a specific context (PRI, 
2003) or, in other cases, they can be 
long term. 


The model is divided into two compo- 
nents: network structure and network 
resources (see Table 1). Network struc- 
ture comprises three indicators: the 
size of the network of strong ties out- 
side the home, the size of the network 
to organizations, and the extent of rec- 
iprocity in the networks. The resources 
available through the networks are 
assessed using three indicators: total 
social support, instrumental social 
support, and volunteerism. 


PoLicy RESEARCH INITIATIVE 


72 


TABLE 1 
Social Capital Analysis Model 


Social Capital Dimensions Indicators 


Size of the network of strong ties outside 


Network structure e 


the home 


e Size of the network to organizations 


+ Reciprocity 


Network resources e 


Total social support index 


e Instrumental support index 


e Volunteerism 


Two logistical regression models were 
developed. The first model measures 
the influence of socio-demographic 
characteristics on health indicators, 
while the second model measures 
the influence of social capital indica- 
tors on health while controlling for 
the impact of socio-demographic 
characteristics. 


Findings of the Analysis4 


While several of the variables required 
to support a network-based analysis 
are absent from the GSS Cycle 17, the 
model built on the variables available 
does support some understanding of 
the value of the social capital held by 
individuals. The most significant find- 
ings are summarized as follows. 


e The size of a respondent’s network 
of strong ties has a positive impact 
on his or her self-reported state of 
health. 


+ The size of the network of ties to 
organizations (weak ties) also has a 
positive impact on a respondent’s 
self-reported state of health. 


¢ Reciprocity among members of a 
social network is related to good 
health. Individuals who have both 
provided and received assistance 
from the same group of ties (family, 


neighbours, friends) are more likely 
to report being in good health than 
those who have no reciprocal assis- 
tance relationships in their network 
of social ties. 


e Assistance received to perform or 
facilitate daily activities (house- 
work, transportation, child care) 
has a positive relationship with 
health. Instrumental support proba- 
bly has a greater impact on health 
than emotional support. 


+ Being a volunteer is positively asso- 
ciated with a respondent's self- 
reported state of health. 


Limits of the Analysis 


The conceptualization of social capital 
adopted by the GSS Cycle 17 empha- 
sizes social participation, reciprocity 
practices, and trust more than social 
networks. In this regard, the Survey 
was modelled more on Putman’s 
(2000) standpoint on social capital 
and less on that of network analysis 
theorists. The Survey consists of a 
series of indicators concerning social 
and family networks, including social 
support, community and political par- 
ticipation, volunteering and charitable 
giving, and a few variables on results, 
including health and well-being, 


activity restrictions, and stress. The 
variables appropriate for an analysis 
of networks are limited. The major 
shortcomings identified are described 
as follows. 


Size of Network 


In our index of the size of the 

network of strong ties outside the 
home, size is an approximation of 
the number of close friends, not-as- 
close friends, new contacts, and family 
members who do not live with the 
respondent but with whom he or she 
has a relationship. The Survey allows 
an estimation to be made only of the 
size of the network of strong ties out- 
side the home because the respon- 
dent’s relationships in the home were 
not taken into account. It was impossi- 
ble to reconstruct the overall network 
of strong ties during this analysis. 


As constructed for the analyses, the 
size of the network of ties to organiza- 
tions represents the number of organi- 
zations or social clubs to which the 
respondent belonged or in which he 
or she was an active participant during 
the 12 months preceding data collec- 
tion. Given that individuals can 
develop diverse social ties through 
their involvement in organizations, 
the indicator may be considered as an 
approximation of the network of weak 
ties. However, the types of organiza- 
tions that would be the most benefi- 
cial for respondents’ health cannot 

be identified through this analysis. 


Socio-Demographic Diversity 
Socio-demographic diversity is an 
important element of the structure 
of a network. A diversified social 
network is more likely to provide 

its members with access to more 
diversified resources than a homoge- 
neous network. 
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While the Survey contains variables 
related to diversity, they were not inte- 
grated into the model, because the 
data do not specify whether the net- 
works are made up of individuals with 
higher or lower levels of income and 
education than respondents. 


Reciprocity 


The reciprocity indicator of the model 
shows the presence of reciprocal 
assistance relationships in the respon- 
dents’ social network. This indicator is 
built by checking whether the respon- 
dent has assistance relationships with 
his or her friends, family, or neigh- 
bours, and whether, in return, he 

or she receives help from the same 
category of contacts. However, analyz- 
ing reciprocal exchanges does not sup- 
port making conclusions concerning 
the frequency of interaction or the 
quality of reciprocity. 


Social Support 


There are generally three types of 
social support (Berkman and Glass, 
2000): emotional and instrumental 
social support, and problem-solving 
support. The first limit is that the 
data available does not support a 
precise evaluation of these three 
dimensions of social support. Under 
the circumstances, for the purposes 
of this analysis, two social support 
indices were created. The first, total 
social support, was obtained by 
totalling all forms of support received 
by respondents. The second, instru- 
mental support, is the only social 
support dimension for which data 

is available to support a detailed 
analysis. It refers to the instrumental 
aspects of social support. The second 
limit is that the survey does not sup- 
port identifying respondents who 
need support a priori. Moreover, the 


survey does not support estimating 
the magnitude, diversity, and intensity 
of support received. 


Volunteering 


Further analyses of the survey could 
explore the impact on health of differ- 
ent kinds of volunteering. Caution 
should be exercised before establishing 
a causal relationship between volun- 
teering and being in good health. 


Avenues to Explore 


There is an appreciable analysis poten- 
tial in the GSS Cycle 17 data. However, 
the development and standardization 
of a tool for better measuring the types 
of networks and resources would be 
useful to strengthen our understand- 
ing of the relationships between 
health and social capital. 


The first stage of our research was to 
build an analytical model that could 
be applied to GSS Cycle 17, support- 
ing an initial exploration of the data 
stemming from the Survey. The objec- 
tive of the next analyses will be to 
examine the relationships between 
social capital and health from a num- 
ber of perspectives: differences by age 
group, sex, socio-economic level, and 
geographic region. 


This type of analysis could be very 
useful in identifying groups particu- 
larly affected by the lack of or weak- 
nesses in their social networks, the 
rarity of reciprocity relationships, 
and the lack of social support and 
instrumental support. These analyses 
could also reveal vulnerable situations 
in life experience, and what type of 
support is the most needed in these 
circumstances. 


Although the results obtained are gen- 
erally in keeping with the results of 


other national surveys of this same 
type, an in-depth examination will 
allow us to say more about the simi- 
larities and differences, particularly 
concerning the conclusions as to the 
type of support required to maintain 
good health. 


A close reading of these results should 
better orient public health policies 

and programs and better identify the 
least advantaged population groups 

in Canada in terms of social resources, 
with a view to improving the planning 
and allocation of additional resources. 
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The authors thank Sylvie Desjardins, 
Acting Director, Policy Research Division, 
for encouraging this research. Through- 
out this Survey, Professor Maurice 
Levesque, Department of Sociology, Uni- 
versity of Ottawa, provided the method- 
ological data analysis support that was 
instrumental in completing this work. 
Sandra Franke from the Government of 
Canada’s Policy Research Initiative pro- 
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reflection and enhance our research. 
Louise Plouffe, Division of Aging and 
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encouraged us, and asked pertinent ques- 
tions. Finally, Serge Tanguay, Policy 
Research Division, provided us with 
sound advice at the data processing stage. 


The report emanating from this analysis 
has been published by the Policy 
Research Initiative in the on-line Work- 
ing Papers Series. 


Several federal departments have adopted 
this definition. 


The results are presented in detail in an 
Annex to the online version of this arti- 
cle on the PRI web site. 


It is an approximation of the number of 
relationships maintained by respondents 
because the GSS data were collected in 
categories, and there is therefore no way 
of knowing the exact number of relation- 
ships. The size of the network of strong 
ties was obtained based on the median 
values of the GSS data for each category. 
The applicable median values were then 
added to obtain an approximate size of 
the network of strong ties for each 
respondent. 
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The Federal Public Service Case 
Study: Briefing Note 


November 2005 


As part of the interdepartmental project Popula- 
tion Aging and Life-Course Flexibility, the Policy 
Research Initiative has studied the likely conse- 
quences of aging on the federal public service 
workforce. This study was undertaken by the PRI 
in collaboration with Treasury Board Secretariat, 
the Public Service Commission, and Statistics 
Canada. 


Encouraging Choice in Work and 
Retirement: Project Report 


October 2005 


This report evaluates the extent of the economic 
tisk to society posed by population aging and 
specifically the baby boom retirement. It empha- 
sizes the need to maintain a healthy economy 
and fiscal prudence, while still respecting the 
opportunity and need for people to exercise 
choice in the best interests of their families, 
society, and themselves. 
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Better Choice, Flexibility and Policy Opportunities 


s in other OECD countries, 

there is a debate in Canada 

on how to better reconcile work 
and other aspects of life. This debate 
results from the important economic 
and social changes of recent decades. 
With globalization and rapid techno- 


logical advances, more is demanded of 
workers. At the same time, the norma- 
tive family has changed from a one- 
earner to a two-earner model, with 
more diverse living arrangements. And, 
as we have identified in a previous issue 
of Horizons on population aging (2004, 
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Volume 6 Number 2), the future will 
bring more pressures on prime-age 
workers, because of the coming retire- 
ment of baby boomers. 


There is evidence that many people feel 
under pressure during the hectic “rush 
hour of life,” when children, education, 
and work lay competing-claims on lim- 
ited time. All too often, these tensions 
bring stress to an appreciable segment 
of the population. In some cases, they 
lead to increased absenteeism, missed 
opportunities for advancement, mental 
health problems, even withdrawal from 
the labour market. Part of the problem 
lies in our institutional arrangements, 
which were designed to accommodate 
the traditional family and life-cycle 
pattern: education for the young, then 
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INTRODUCTION (Ccontinuen) 


working careers (especially for men), 
followed by retirement. It may be 
necessary to review these institutional 
arrangements carefully so they better 
reflect the “new” contemporary Cana- 
dian society, to address successfully 
the new economic, social, and demo- 
graphic challenges. 


The important social and economic 
changes of an aging society have 

been examined in the PRI’s Population 
Aging and Life-Course Flexibility proj- 
ect. Encouraging Choice in Work and 
Retirement outlined the likely eco- 
nomic, fiscal, labour market, and 
social impacts associated with an 
aging population as well as the poten- 
tial economic and social gains which 
could derive from more flexibility of 
choice regarding how time is allocated 
among work, family responsibilities, 
leisure and learning throughout the 
life course. In this edition of Horizons, 
we discuss the current state of knowl- 
edge on the work-life allocation of 


time and related consequences, and 
highlight some of the policy strategies 
adopted in other countries in address- 
ing similar challenges. 


This issue also features several contri- 
butions touching on issues related 

to work-life balance in a context of 
population aging, from federal depart- 
ments (Human Resources and Social 
Development, Status of Women 
Canada, Health Canada, and Statistics 
Canada), as well an academic perspec- 
tive from Roderic Beaujot of the Uni- 
versity of Western Ontario. We thank 
them all for their contributions, and 
hope this issue will provide useful 
background and insights for 
researchers and policy analysts. 


Jean-Pierre Voyer 
Executive Director 
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any Canadians have 
problems with conflicting 
demands on their time. 


Variously identified as “work-life 
balance,” “work-family balance,” 
“work-family and family-work inter- 
ference,” “time crunch,” “time stress,” 
or “role overload,” too many time 
demands on daily life can drain our 
energy, affect our health, and under- 
mine our productivity. 


The PRI has been working collabora- 
tively with other federal departments 
and with the research community 
involved in the Population Work 

and Family Collaboration (PWFC)2 to 
assess this problem and place it into 

a policy context. Consistent with the 
PRI mandate, we take a “whole of gov- 
ernment approach,” considering the 
issue from a broad policy perspective. 


There is much still to be known about 
this subject, although central factors, 
such as the increase in total working 
time of women over the past few 
decades, have become clear. Work- 
life imbalance is often identified 

with full-time employed women in 
families with young children, and 


; those caught with both young chil- 


dren and demands for care of older 


‘relatives. However, the evideince 
_ ‘suggests it is a broader issue that, 
- increasingly, affects men as well. It 


can interfere with life roles and objec- 
tives at various stages of our diverse 
life courses. 


In this article, we summarize current 
knowledge of the issue as well as 
recent policy developments in other 
countries. We then place it into a 
Canadian policy perspective, and 
suggest a flexible approach for policy 
makers to consider, even while some 
areas remain to be informed by 
further research. 


Work-Life Balance 


Some major life spheres in which we 
play roles are work, family, and com- 
munity. Social Development Canada 
(2004) suggested that work-life balance 
is achieved when the participation 

in each of the domains of our lives 
does not impinge on the others to 

the point of causing “grief, stress or 
negative impact.” 


Those who have balance are sat- 
isfied with their work and home 
lives, are able to fulfill their mul- 
tiple responsibilities at home, 
work and in the community 
without guilt or regret, are 
healthy physically, emotionally, 
and socially, have a sense of con- 
trol over their life, and feel that 
the decisions they make are 
informed choices as opposed to 
forced sacrifices (SDC, 2004). 


However, there is evidence that work- 
life balance has deteriorated for many 
Canadians. According to the General 
Social Survey of 1992, 23 percent of 
women aged 25-44 and 16 percent of 
men aged 25-44 felt severely stressed 
due to time pressures. By 1998, those 
percentages had increased to 29 and 
25 percent, respectively. Research by 
the Conference Board of Canada 
(MacBride-King, 1999), and Duxbury 
and Higgins (2001) suggested that 30 
to 50 percent of workers could be 
stressed by work-life imbalance. 


The costs of work-life imbalance touch 
both employees and employers. From 
the employers’ perspective, they may 
include lower productivity, higher 
absenteeism, and higher workers’ 
compensation claims. The research 
data in this area are still limited, but a 
number of studies have been identified 


FIGURE 1 
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by Social Development Canada (2004) 
as well as Human Resources and Skills 
Development Canada (HRSDC). 


Those who experience work-life imbal- 
ance, according to Social Development 
Canada (2004) are three times more 
likely to suffer from heart problems, 
infections, injuries, mental health 
problems, and back pain and five 
times more likely to suffer from certain 
cancers. Duxbury and Higgins (2003)? 
found that 77 percent of those claim- 
ing to experience high work-to-family 
interference also had high perceived 
stress, compared to only 35 percent of 
those with low work-to-family interfer- 
ence (see Figure 1). Those who experi- 
enced high work-to-family interference 
were also six times more likely to suf- 
fer from “burnout” than those who 
experienced low interference, and 
more than twice as likely to be 
depressed. Figure 1 illustrates, in the 
firms covered by the Duxbury-Higgins 
study (2003), the close relationship of 
work-life imbalance and health factors. 


Life Satisfaction 


Depressed 


E High work-family interference 


Causes of Work-Life 
Imbalance 


A dramatic social change of the past 
half century, which paralleled the 
trajectory of the baby boom in their 
labour-force years, was the transforma- 
tion of the normative working family 
from a one-earner to a two-earner 
model. The massive increase in the 
participation of women pushed up 
the number of total hours each family 
now supplies to the labour market. 
This, in turn, makes it more difficult, 
and often stressful, for people and 
families to fulfill their other roles. It 
may also be a factor in the decline in 
fertility rates. 


Although this change has been dra- 
matic, it has taken place against a 
background of economic develop- 
ments that also shape and contour 
the demand from the work side. 


Restructuring the Economy 


The nature of work has been chang- 
ing, due in large part to globalization 
and the revolution in information and 


communications technology. Market 
liberalization, global supply systems, 
and technological advances are trans- 
forming the arena in which Canadian 
firms compete. The pace of work is 
quicker. The place and time of work 
is becoming more ubiquitous as cell 
phones, the Internet, the Blackberry, 
and the 24-hour economy take hold. 
The type of work is changing to reflect 
a more information and service- 
oriented economy. 


As industries increasingly specialize to 
vie for market share, they are requir- 
ing their work force to become more 
highly skilled. In 2003, according to 
HRSDC, 55.8 percent of all occupa- 
tions required a high-skilled worker. 
The only two types of skills forecast 
to experience increased demand 
between 2003 and 2013 are occupa- 
tions requiring a university degree 
or managerial capabilities.4 


Research by PRI and Statistics Canada 
indicates that people with higher lev- 
els of education devote a greater per- 
centage of their time to work over 
their life course. As shown in Figure 2, 
working-age Canadians born in 1970 
with at least a BA degree will work 
23.6 percent of their total (life) time®> 
while those with only some high 
school will work 19.7 percent of their 
total time. The difference decreases as 
education differentials decrease. 


While the total proportion of time 
spent working is a factor in work-life 
balance, the intensity, responsibility, 
independence, and timing of work 
are also important. A major character- 
istic of the changing economy is a rise 
in non-standard work. Part-time, tem- 
porary, multiple-job, contract, and 
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self-employment work arrangements 
have been increasing. Because of 
overlaps among these categories, the 
trends are difficult to measure in a 
precise way. According to Saunders 
(2006), about 37 percent of the labour 
force was employed in non-standard 
work® in 2001, up from about 33 per- 
cent in 1989 which, in turn, was sub- 
stantially higher than a decade earlier. 


Not all non-standard work is unat- 
tractive or unwanted. Nor is all 
low-paying work included in the 
non-standard category. While non- 
standard jobs are more likely to be 
characterized by poor pay and lack 

of security, these jobs can also, in 
some instances, relieve work-family 
imbalance. Marshall (2000) found 
that 73 percent of all part-time 
workers held part-time jobs by choice. 
Only one part-time worker in ten 
claimed that work caused stress com- 
pared to four in ten full-time workers. 
As well, part-time workers were more 
likely to be satisfied with their work- 
family balance. 


So not surprisingly, the most com- 
monly cited reason for working part 
time for women was family responsi- 
bilities, as they cut back on working 
time to balance their home life. As 

70 percent of all part-time workers 
have been women over the past three 
decades (Statistics Canada, 2001) it 
appears they often do so to balance 
work and family. Whether the women 
working part time would prefer to 
work full time had they fewer family 
responsibilities, is not clear. 


Another contribution to stress is the 
precariousness of work as more firms 
hire on a contract or temporary basis. 
Tremblay (2004) stated that concern 


FIGURE 2 
Share of Paid Work in Total Time Between Ages of 25 to 54, 
by Education and Birth Cohort 
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for becoming unemployed, and hav- 
ing insecure ties to the labour market 
are also sources of stress. Rarely do 
workers in non-standard jobs receive 
company benefits in the form of pen- 
sions or health coverage. Often, there 
are also limited means for advance- 
ment or training. 


lines between home and work respon- 
sibilities is the migration of women 
into the labour market. As shown in 
Figure 3, women born in 1940 will 
work for pay for about 48,000 hours 
over their lifetime on average com- 
pared to 86,000 hours for men. For 
the 1970 cohort, the difference in 
paid hours worked between women 
and men is forecast to decrease by 
about 50 percent with women work- 
ing 74,000 hours compared to 93,000 
for men. The difference then will 
remain relatively stable if current 
patterns continue. 


Given that more highly educated indi- 
viduals work more while those with 
fewer skills have more unstable jobs 
and less health and income security, 
it is difficult to discern which group 
would be at higher risk for work-life 
imbalance. Both groups are at risk, 
and as their share of the work force 
increases in response to the changing 
economy, the work-life imbalance 
could intensify. 


The increase in women’s labour mar- 
ket participation has transformed the 
“breadwinner-homemaker” family 
model, where the man usually worked 
full time for pay while the woman 
worked unpaid in domestic tasks, at 
least during the child-raising period. 
Dual-earner families now outnumber 
the more traditional model. In 1976, 
36 percent of all women in two-parent 
families with children under 16 were 
employed. This almost doubled to 

62 percent by 1997. 


Transformation of Female Work 
Patterns 


While the changing nature of paid 
work has a substantial impact on 
work-life balance, the largest effect 
appears to have come from the rebal- 
ancing of paid and domestic labour. 
A major change that has blurred the 
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FIGURE 3 


Total Lifetime Hours of Paid Work per Capita (including travel time) 


by Birth Cohort and Sex 


120,000 
100,000 
80,000 
60,000 
40,000 


Total Lifetime Hours 


20,000 


À 


SC oS) Ath AS ae AS) Ao) 
PG GS oh ED eh eg ae 
© Ÿ NO Ÿ Ÿ 


—+— Women 


Source: LifePaths Model, Statistics Canada. 


Despite the increase in total family 
time devoted to paid work, and the 
consequent pressure on families to 
fulfill their other responsibilities in 
the fewer hours available, many work- 
places still assume that the worker, 
whether woman or man, will work 
free of interference from domestic 
responsibilities. According to 
Appelbaum et al. (2002): “This model 
of organizing paid and unpaid work 


FIGURE 4 
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has left most...working families anx- 
ious about their ability to care ade- 
quately for their children and aging 
relatives, stressed by the demands of 
work, and starved for time.” 


Working age women have dramati- 
cally increased the proportion of their 
total time spent in paid work and 
domestic work, while men have 
actually seen a slight reduction (See 
Figure 4). According to results from 


Share of Work Time (paid and unpaid) in Total Time Between 
Ages of 25 to 54, by Birth Cohort and Sex 
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LifePaths, the share of paid and 
unpaid work for working age women 
is expected to equal that for working 
age men for individuals born in 1955. 
The share of total work for women 

is actually forecast to surpass slightly 
that for men in cohorts born after 
1955. So while women increased 
their time in the labour force, men 
did not increase proportionally their 
time in domestic work. As Gornick 
and Meyers (2005) stated: “The ongo- 
ing struggle of many families to find 
a manageable and equitable balance 
between work life and family life is 
rooted in a long history of gendered 
divisions of labour.” 


In total working time, families tend 
to divide labour relatively equally 
between genders. However, women 
spend more of their non-paid work 
time with family and domestic activi- 
ties. In 1998, employed mothers who 
had children under 5, spent double 
the amount of time on personal child 
care activities than men — 91 minutes 
per day for mothers compared to 

47 minutes for fathers. The General 
Social Survey found that women also 
spend more time on elder care than 
men; five hours per week compared 
to three for men. According to Phipps 
and Macdonald (2005), women still 
take on the management role of 
domestic work even when there is 
more gender equity in the home, 
which may also add to their stress 
load. Women therefore experience 
more conflict between their paid and 
family roles (see also Beaujot and Liu, 
2005; Goldscheider and Waite, 1991; 
Kempeneers, 1992). 


Another problem becomes evident 
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when the issue is viewed from a life 
course perspective. When women 
work part time to provide a better 
balance, they trade off current income 
in return for lower stress and happier 
family lives. However, they are also 
incurring potential lifetime disadvan- 
tages in having their human and 
social capital decrease at a crucial 
point in their career. Their lifetime 
earnings and retirement situation 
may be affected. With current evi- 
dence indicating that marriages and 
unions frequently end in separation, 
the lifetime price may also not be 
shared equitably. 


Not surprisingly, the problem grows 
with the presence of children. As Fig- 
ure 5 illustrates, individuals with chil- 
dren have a higher share of paid and 
unpaid work in total time than those 
who do not have children. Of indivi- 
duals born in 1970, those with chil- 
dren will work 36 percent of their 
total (life) time in paid and unpaid 
tasks while those without children 
will work 33 percent of their time. 


As Figure 5 illustrates, the percentage 
of time spent in work between the 
ages of 25 and 54 does not fully reflect 
the percentage of total work done at 
different ages of children. The time 
demands on parents are higher for 
younger children. However, as shown 
in Figure 6, while hours of weekly 
work are greatest when children are 
less than a year old, the level of stress 
is actually the highest when children 
are between the ages of 6 and 12. 
Studies done by Guérin et al. (1997) 
and Tremblay (2004) found that the 
age of children is a bigger factor in 


FIGURE 5 


Share of Paid and Unpaid Work in Total Life Time Between Ages 25 
to 54, by Birth Cohort and by Presence of Children 
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Source: LifePaths Model, Statistics Canada. 


work-life balance than the number 
of children. 


An area in need of more clarification 
is the impact of family relations on 
work-life stress. Separation and divorce 
rates have increased over the same 
time period as the increase in women’s 
participation rates. Do relationship dif- 
ficulties play a role in work-life imbal- 
ance? Barnett (2003), in a number of 


FIGURE 6 
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qualitative studies, suggests that the 
quality of relationships in the home 
can have a significant influence on 
perceptions of work-life balance. 


An Aging Society 

It is becoming clear how the social 
and economic changes during the 
labour force years of the baby boom 
have changed the balance of work and 
other responsibilities within families. 


Work and Stress According to Presence and Age of Children 
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FIGURE 7 


Labour Supply Relative to Total Population 1971-2051 
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But what of the future? 


Like many societies, the Canadian 
population is aging. In 1981, the share 
of the total population aged 65 and 
over was eight percent. By 2011, that 
share will almost double to 14 percent 
and will near 20 percent by 2021. The 
aging of the population is rooted in 
three big changes: increasing life 
expectancy, the long-term decrease in 
fertility which took place over the late 
19th and 20th centuries, and the baby 
boom following World War I, when 
there was a substantial, though tempo- 
rary, increase in fertility rates. Between 
1950 and 1960, the average number of 
births per woman was 3.7. The num- 
ber of births fell to 1.8 in the 1970s, 
and has decreased a bit more since. 


As the baby boom cohort moves into 
retirement, the proportion of the pop- 
ulation in the labour force age range 
will change and decrease, although 
the actual supply of workers could 
continue to grow slowly for several 
years. In a recent publication (2005), 


Encouraging Choice in Work and Retire- 
ment, the PRI and Statistics Canada 
developed a sophisticated projection 
of future labour supply (Figure 7). 

The data suggest that even with the 
mitigating factors of increased female 
participation, and an increase in total 
number of working hours over indi- 
vidual lives, which results from 
increased levels of education, the total 
labour supply relative to the size of the 
population will be in gradual decline 
between 2013 and 2031. 


This projection suggests that we are 
now in the “golden years” in the ratio 
of working time to population. As the 
ratio begins to decline, it will resemble 
that of previous times with the excep- 
tion that the non-working population 
will increasingly be elderly, rather than 
children. This will bring its own set of 
challenges to fiscal balance as well as 
to the capacity of the economy to con- 
tinue growing. Economic growth will 
become more dependent on increasing 
productivity. 


The decreasing relative labour supply 


will likely stimulate measures and 
incentives for increased work effort, 
as well as for increased productivity. 
If people increase their working hours, 
it could possibly exacerbate current 
problems of work-life balance, stress, 
and conflicting role demands. This 
could perpetuate and even further 
reduce the current low fertility rates. 
It will be a public policy challenge 
to respond to the need to maintain 
labour supply while also trying to 
improve individual and family 
well-being. 


Increasing Need for Elder 
Care 


Demand for elder care will also be a 
concern for work-life balance. In 1980, 
there were 7.6 individuals aged 40 to 
64 for every individual aged 75 and 
over. By 2010, there will be only 

5.6 individuals aged 40 to 64 for every 
individual aged 75 and over and this 
number will decrease to 3.2 by 2030. 


Again, women provide more elder 
care than do men. As illustrated in 
Figure 8, employed caregiving women 
are twice as likely as employed male 
caregivers to have changed their work 
patterns or to have reduced their work 
hours. Women are also more likely 

to have declined a promotion or 

quit a job because of their caregiving 
responsibilities. 


However, while the demand for elder 
care will increase, the impact of the 
increase is not as clear, since the 
“release” of the baby boom into 
retirement will also provide an impor- 
tant source of caregiving potential. 
Moreover, a healthier older popu- 
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lation may be able to provide sub- FIGURE 8 
stantial amounts of mutual care for Prevalence of Workplace Adjustments Due to Caregiving 
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reported by men, while still lower per family, and when the fertility rate e If we maximize labour supply, will 
than those of women, did increase continues to drop, private risks tend to it be possible to increase fertility 
by a larger factor than for women be redefined a public risks. The policy rates? a work be made more 
between the General Social Surveys questions are important. family friendly? 
of 1992 and 1998, as reported earlier. e In seeking to keep labour supply + Could we find a way to relieve the 
In fact their levels of severe stress up, what is the appropriate goal? pressure on workers during their 
reported in 1998 surpassed the meas- Two full-time workers per family? child-raising portion of the life 
ure for women in 1992. So it may be One and a half? course, and recuperate it through 
that some of the stress-causing respon- e Given that current domestic/caring more efficient transitions from 
sibilities are being shifted in the con- work is still weighted on the side of school to work, or from longer 
text of an overall increasing incidence. women, a policy that supports part- working careers, especially given 
Men may be gradually taking on more time work for one spouse would the increasing number of years 
domestic responsibility and showing also tend to support the status quo spent in healthy retirement? 
some of the associated stress. in relation to the gendered division And finally, to make it just a bit more 
Private and Public Risk? DEG difficult, we should add that it will 
There was a time when a matter such + On the other hand, a policy leaning be increasingly important for workers 
Be worklife balance, would have been toward greater provision of public at all ages to be enabled constantly 
considered a private concern for fami- services, such as child care, accom- to increase their skills and competen- 
Perot Bat henthelecons panied by flexible leave time provi- cies, which tends to require some 
sions with incentives for leave time as well. 


omy, as well as families’ ability to live 
at prevailing community standards, 
depends on the supply of two workers 


directed to men, would tend to 
lead toward more equality in 
domestic labour and greater overall 
labour supply. 
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Governments in Canada and in other 
countries are becoming more aware of 
these questions. They are keen to keep 
employment participation levels as 
high as possible, while also seeking 

to foster healthy families and cohesive 
societies. Of course, consideration of 
future policy measures must take 
account of the potential for the issue 
to correct itself. Can families solve part 
of the issue by a more appropriate dis- 
tribution of overall paid and unpaid 
work responsibility? When some por- 
tion of potential income is sacrificed 
in favour of healthier family life, do 
the rewards offset the costs? Will 
employers adapt their workplaces to 
provide more flexibility and family- 
related benefits? 


There are also many ways in which 
the market can influence work-life 
balance. As the baby boom retires, 

a tightening labour market should 
increase the bargaining power of 
employees. Firms will be more will- 
ing to take the demands of workers 
into consideration, and will offer 
more work-life balance options. 

In addition, if work opportunities 
become more widespread and attrac- 
tive, individuals who were not work- 
ing, or working part time, will increase 
their work levels. 


As higher wages increase the returns to 
education, individuals have a greater 
incentive to upgrade their skills. It is 
not clear though, how increasing edu- 
cation will affect the work-life balance. 
Professional and managerial groups 
often have access to more enlightened 
employer policies and to more inde- 
pendence and flexibility. Lero et al. 
(1993) found that 43 percent of senior 
and middle managers had access to 


flexible work schedules while only 
23 percent of unskilled workers did. 
Tremblay (2004) suggested that these 
workers often don’t take advantage 
of those policies, because their work- 
load and responsibility are too great. 
Despite access to work-life policies, 
they are the ones who say they work 
too much. 


Another aspect to take into considera- 
tion is the change in the composition 
of aggregate consumption as the popu- 


men, on the contrary, when they are 
liberally paid by the piece, are very apt 
to over-work themselves, and to ruin 
their health and constitution in a few 
years” (Smith, 1776: 83). 


According to Drolet and Morisette 
(1997), workers who desire fewer work 
hours with proportionately lower pay 
are precisely those with higher educa- 
tion — professionals and managers — 
individuals who tend to already work 
longer hours. Those who would like 


When women work part time to provide a better balance, 


they trade off current income in return for lower stress and 


happier family lives. 


lation ages. We do not know enough 
about the impact of technology, or of 
purchased services and products, on 
the stress or ease associated with differ- 
ent family roles. Clearly, one option 
being chosen by Canadian couples 
currently is for one, usually the 
woman, to work part time and forego 
increased consumption in return for 
more family time. For those who 
choose for both partners to be full- 
time employed, will they use their 
increased buying power to alleviate 
their family-related stress? 


With the prospect of earning higher 
wages, workers may increase their 
work effort. If they do not use the 
extra income to alleviate their domes- 
tic workload, they could increase exist- 
ing work-life imbalances. According to 
Benjamin et al. (2002), overall labour 
supply elasticities are positive (about 
0.25 on average) meaning that a wage 
increase will tend to lead Canadians 
to work more rather than take more 
leisure. As Adam Smith put it: “Work- 


more hours and more pay are more 
likely to have lower education levels 
and to be working less than full time. 
However, the 1998 General Social 
Survey reported that 94 percent of all 
workers said they were either satisfied 
with their work hours or wanted more 
while only six percent said they 
wanted fewer hours. So it seems that 
Adam Smith may still have it right. 


In years past, unions have played a 
major role in the development of 
workplace provisions, including those 
favouring work-life balance. However, 
their presence and impact in the pres- 
ent economy has decreased. Fewer 
than 30 percent of workers belong to 
a union, and in the private sector, it 
is even more limited. Nonetheless, 
collective agreements do contain long 
lists of work-life balance policies and 
practices. It may be that some prac- 
tices adopted in agreements will 
become references for other employers 
as they seek to recruit workers in 
future tight labour markets. Changes 
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to labour codes may also arise due to 
pressures from workers through politi- 
cal action. 


Recent Policy Developments 
in OECD Countries 


Canada is not alone in facing these 
challenges. Many developed nations 
also realize that their breadwinner/ 
homemaker models of work have 
changed. Other countries are also 
feeling the effects of globalization 
and the changing workplace. In 
response to these changes, many 
governments have introduced new 
provisions to improve work-life bal- 
ance. Some have developed public 
policy systems for family, workplace, 
and even life-course flexibility. 


One of the most developed policy 
areas pertains to the care of children. 
There are varying degrees of coverage 
for parental leave and child care. 
Sweden, Denmark, France, Finland, 
and Belgium have some form of public 
day-care available to all parents, some 
of which are integrated within the 
broader educational system. For 
example, Swedish law enforces that 
municipal governments make pre- 
school and after-school care available 
for children from one year of age and 
up. Although the parental share of 
child-care costs used to be between 
20 and 25 percent, it was reduced to 
11 percent in 2002. In Finland, the 
maximum monthly amount parents 
pay for the first child is set at €200 
and €180 Euros for the second child. 
The Finnish system even allows for 
night spaces. France and Belgium go 
further in subsidizing child care by 
providing schooling in the public 
educational system for children from 
30 to 36 months of age. 


Austria, Belgium, Norway, Iceland, 
France, and Germany allow parental 
leave to be taken over and above the 
first year of the child’s life, to about 
three years of age. Swedish parents can 
take 450 days of parental leave within 
the first eight years of their children’s 
lives while working part time. Finland, 
Norway, Iceland, and the Netherlands 
encourage fathers to take parental 
leave by increasing the threshold of 
insurable income or allotting specific 
leave just for males. Finland, for exam- 
ple, found that by reserving generous 
paid leave for fathers, the uptake by 
fathers increased from 11 to 17 per- 
cent from 1994 to 2003. 


The Netherlands, Denmark, Norway, 
Sweden, and Austria all have some 
kind of allowance for parents to work 
part time while on parental leave. In 
the Netherlands, for example, parents 
can work part time beginning the 
17th month after the child’s birth. 

In Iceland and Denmark, parents 
who are full-time students are covered. 
Norway has a provision for stay-at- 
home parents, and the Netherlands 
and Denmark cover self-employed 
mothers. In Denmark, for example, 
maternity benefits are calculated 
based on their self-employed income 
up to €450 per week. 


Outside the realm of the immediate 
family, work-life friendly policies are 
much fewer and far between. The 
Netherlands and the United States 
both have stipulations for permitting 
workers to care for ill family members 
while guaranteeing job security. For 
example, the Netherlands allows for 
part-time work while caring for a 
dying child, partner, or parent for 

a period of 12 weeks at 70 percent 

of the minimum wage. 


Other variations of leave include 
sabbaticals in the Netherlands and 
Sweden, the restriction of hours of 
work to the equivalent of four working 
days per week in France, and legisla- 
tive requirements for holidays. Legis- 
lated duration of paid annual leave 
can vary greatly from country to 
country, but are generally in the four 
to five week range in Europe, while in 
Canada it is generally two weeks. The 
United States does not legislate dura- 
tion of paid leave; it is up to the dis- 
cretion of individual employers. 


Canadian policies in these areas are 
less generous than European policies, 
but somewhat more so than US poli- 
cies. According to the OECD (2005a), 
only 20 percent of all children aged 0 
to 6 years old had access to regulated 
day-care. This compares with levels as 
high as 78 percent for children in 
Denmark, 60 percent in the United 
Kingdom, and 40 percent in Portugal. 


While Canada has recently provided 
a year of combined maternity and 
parental leave,’ the conditions are 
still quite stringent. Only mothers 
who worked at least 600 hours over 
the previous year can qualify, and 
there is a two-week waiting period 
before benefits are received. In 2003, 
more than 25 percent of mothers did 
not receive maternity or parental ben- 
efits either, because they had not pre- 
viously worked long enough to qualify 
or they were self-employed. In addi- 
tion, low replacement income tends 
to perpetuate the unequal take-up of 
the benefit. Eighty-five percent of all 
Canadian parental leave claims were 
made by women in 2003. 


The Canadian policy leader in this 
area is the Province of Quebec. In 
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2006, Quebec introduced policies 

to extend coverage to self-employed 
individuals, and also offered exclusive 
coverage for fathers, while extending 
the leave periods. For example, the 
maximum insurable income covered 
by the new Parental Insurance Plan 
has been increased from $39,000 to 
$57,000 and now covers 75 percent 


ment leave, termination of employ- 
ment, severance pay, garnishment, sick 
leave, work-related illness and injury, 
unjust dismissal, payment of wages, 
sexual harassment, and administration 
and general information. All of these 
can influence the overall picture in 
respect of work-family balance, and 
should be reviewed in that context. 


It will be a public policy challenge to respond to the need to 


maintain labour supply while also trying to improve individual 


and family well-being. 


of employment or business income. 
Quebec has also instituted a public 
day-care system accessible to all resi- 
dents. According to Baker et al. (2005), 
while expensive, it appears to have 
stimulated higher labour force partici- 
pation among women. 


Like the Netherlands and the United 
States, Canada also has stipulations 
permitting workers to care for ill fam- 
ily members while guaranteeing job 
security. The restrictions in Canada are 
such that a total limit of six weeks is 
permitted to care for immediate rela- 
tives who are expected to die. A death 
certificate must be submitted as a pre- 
requisite for income replacement. 


In addition to the many social policies 
mentioned thus far, a discussion on 
policies to improve work-life balance 
would not be complete without also 
mentioning Canada’s federal and 
provincial labour codes. Some of the 
legislated areas include hours of work, 
minimum wage, equal wages, annual 
vacations, general holidays, multi- 
employer employment, reassignment, 
maternity leave, parental leave, and 
compassionate care leave, bereave- 


A Flexible Approach? 


In the early 1990s, OECD countries 
became concerned that the fast- 
changing global economy would 
require rapid responses by businesses 
and institutions to market signals, 
and a flexible and adaptable work 
force. However, it is now becoming 
evident that market forces do not 
solve all problems, and that rigid 
policy structures can work against 
the best interests of people and 
economies. The PRI (2005) pointed 
this out in its report on population 
aging and older workers (PRI, 2005). 
It suggested the removal of several 
policy barriers to allow older workers 
to remain employed longer and with 
more personal flexibility. 


More and more, countries are making 
their policies as flexible and responsive 
as possible to the needs and desires 

of their workers as well as employers. 
Not only is the economy changing, 
but social and demographic change 

is taking place at the same time. 
Employers need to adapt quickly, but 
individuals and families need support- 
ive policies for their own adaptation 


to the changing world. As the OECD 
(2005b) recently stated: “Under these 
circumstances, the OECD concludes, 
‘ensuring that labour markets are 
dynamic and that people of working- 
age have opportunities and incentives 
to work is more important than ever.’ 
The alternative, it warns, could be a 
damaging opposition to change.” 


Some governments are now attempt- 
ing to bring flexibility into their 
systems by permitting individuals 

to accumulate credits — of time and 
money — to be used at their discretion 
for certain defined purposes. For 
example, in 2006, the Dutch enacted 
a life-cycle savings scheme where 
employees can save earnings or leave 
to be exchanged for future periods of 
unpaid work. In this way, workers can 
decide for themselves when to take 
time off for caring, training, or sabbati- 
cal leave. Leave-saving policies also 
exist at both the government and firm 
level of various countries. For example, 
the French have a scheme, Reduction 
in Working Time, which was enacted 
in 2000. With this policy, employees 
can save up time in order to work part 
time or retrain in the future. 


Should Canada Consider New 
Policy Options? 

The working lives of Canadians are 
changing. We start our careers later, 
because we are in school longer and 
until recently, it was tough to get any 
job without extensive credentials. We 
postpone having children until our 
careers are established, so we will have 
some benefits, some choice in relation 
to care, and a decent salary when we 
return to work. We have also been 
retiring early, even though we live 
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longer. This may change as our retire- 
ment savings need to stretch over a 
longer period and as more flexible 
policies are introduced. 


Nonetheless, the policy challenge to 
provide incentives for labour force 
participation, while also encourag- 

ing fertility and work-life balance, 
requires a flexible approach. More- 
over, we need to achieve this in an 
equitable yet flexible way across the 
country, given the variety of regional 
economies, and the mix of federal and 
provincial policy jurisdictions. 


In such a context, it may be useful to 
explore a form of leave-saving account 
that would enable workers to take 
time off for family needs or for other 
purposes, such as retraining, in flexible 
ways and at the times when they feel 
it would be most useful. Ideally, such 
accounts could receive contributions 
of financial or time credits from sev- 
eral sources — governments, family, 
employers, and individuals. 


The PRI is exploring the possible appli- 
cation of individual accounts and poli- 
cies to support life-course flexibility, 
and will be producing a paper on the 
subject in the near future. 
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Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


Notes can be found at the end of this issue. 
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Freshwater for the 
Future: Policies for 
Sustainable Water 
Management in Canada 


May 8-10, 2006 
Gatineau, Quebec 


Freshwater is no longer taken for 
granted in Canada. In the wake of 

the evacuation of Kashechewan and 

the tragedies at Walkerton and North 
Battleford, the safety of our drinking 
water has become an issue. In the face 
of recurring droughts in the prairies 

and protracted legal battles for access 
to water in eastern Ontario, water 
supplies for agriculture and industry 

are no longer a given. Add to these 
flooding in the Red River, possible cross- 
border contamination from the Devil's 
Lake diversion, the spectre of bulk water 
exports to the United States, and a wide 
array of other freshwater issues captur- 
ing the public’s imagination and policy 
makers’ attention, and the time is 
clearly right for new thinking on fresh- 
water policies for Canada. 


The PRI and its partners invite you to 
Freshwater for the Future, a conference 
on water policy for Canada. At the Lac 
Leamy Hilton in the National Capital 
region from May 8-10, this conference 
will tackle a variety of freshwater policy 
issues through concurrent workshops 
and symposia. For further information, 
please visit the PRI web site at 
<www.policyresearch.gc.ca> or contact 
lan Campbell at 613 992.3704. 
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here has been a growing inter- 

est in recent years in issues 

relating to work-life balance 
due, in part, to changes in family 
structures and labour market partici- 
pation, and the implications for care- 
giving arising from population aging. 
One aspect of work-life balance is the 
time individuals have available to ful- 
fill their roles as earners, parents, care- 
givers, and community participants. 
The degree of time-related stress that 
individuals report is a subjective meas- 
ure of the difficulty they experience 
in meeting these often competing 
demands for their time. Subjective 
measures of well-being are well 
founded in the psychology, sociology, 
and economics literature, and are 
increasingly being used to inform 
policy development. 


This paper reports on a study we con- 
ducted using multivariate techniques 
to test the relationship between time- 
related stress and a variety of personal, 
household, and labour-market charac- 
teristics. Data for the study were drawn 
from the General Social Survey (1998) 


FIGURE 1 


on time use, which also includes a set 
of subjective measures of time-related 
stress.2 In particular, time-related stress 
is measured through 10 “yes-no” ques- 
tions pertaining to individuals’ percep- 
tions of the degree of time-related 
stress they experience. We follow 
Statistics Canada’s standard procedure 
for classifying an individual as experi- 
encing high levels of time-related 
stress or “time crunch” if they score at 
least seven affirmative answers (Freder- 
ick, 1995). Two series of multivariate 
analyses were conducted — one for 

all individuals and another for 
employed individuals — to identify 
characteristics that might account 

for differences in the probability 

they experience time crunch. 


Time Crunch Is Fairly 
Widespread 


Figure 1 indicates how the share of 
the Canadian population reporting 
time crunch varies according to age, 
for males and females. In general, a 
higher share of females than males 
reported experiencing time crunch. 


Share Reporting Time Crunch, Males and Females by Age 
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For both sexes, the trend shows time 
stress increasing up to about 30 to 
34 years of age and then decreasing. 
On average, 18.5 percent of the 
population experiences time crunch. 
The probability of experiencing time 
crunch for employed individuals, 

at 23.9 percent, on average, is 

even higher. 


Time Crunch Is Most 
Prevalent for Women 
with Young Children 


This section reports on some of the 
results of the multivariate analyses 
we conducted.3 Figures 2 and 3 sum- 
marize our findings, and illustrate 
how various factors combine to 
affect the probability of experienc- 
ing time crunch for certain groups 
of individuals. 


In Figure 2, the dotted line shows how 


the probability of experiencing time 


crunch varies between ages 15 and 44 


for a “typical individual,”4 while the 
dashed line and solid line show alter- 
native probabilities of time crunch 
associated with sets of characteristics 
that reflect typical individuals in the 
15 to 24, 25 to 34, and 35 to 44 age 
groups. Among the three age group- 
ings, individuals are further distin- 
guished by gender, employment 
status, and the presence of young 
children (i.e., under age 13 years). 


Figure 2 indicates: 


e Young men aged 15 to 24 years 
who attend school full time have 
a significantly lower probability of 
time crunch than those employed 
full time, while for young women, 
there is little difference between 
those attending school full time 
and those working full time. 
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FIGURE 2 


Probability of Experiencing Time Crunch for Younger Individuals 
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e This probability increases for per- 
sons in the 25 to 34 age group and 
reaches a peak for those aged 35 
to 44 years. 


e Having young children substan- 
tially increases the probability 
of experiencing time crunch for 
women, and modestly increases it 
for men. The presence of older chil- 
dren (between 13 and 18 years of 
age) was found to have no impact. 
One factor is the difference between 
the genders in unpaid domestic 
work. Not only do females perform 
more unpaid domestic work than 
males, but also, each additional 
hour females spend in unpaid 
domestic work increases the prob- 
ability of time crunch more than 
for males. One reason suggested 
in the literature for the differential 
impact of unpaid domestic work 
on females and males may be that 


35 40 45 
ears) 


men 


stimates based on the authors’ estimations. 


the kind of work typically done by 
females (e.g., meal preparation) is 
more difficult to reschedule, creat- 
ing greater time pressures (Barnett 
and Shen, 1997; Phipps et al., 
2001). 


For women, the probability of experi- 
encing time crunch remains near 


40 percent for a prolonged period (i.e., 


when children are less than 13 years 
of age). Our data indicate that these 
women spend a higher number of 
hours in primary child care; an addi- 


tional hour of primary child care raises 


the probability of experiencing time 
crunch by 1.6 percentage points.6 


Previous studies indicate that members 


of single-parent families are more 
likely to be “severely short of time” 
than members of two-parent families 
(Burton and Phipps, 2004).7 However, 
we found that the impact of young 


FIGURE 3 


Probability of Experiencing Time Crunch for Older Individuals 
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children on the risk of reporting time 
crunch by a parent is relatively consis- 
tent across all household types. Single- 
parent households do not seem to be 
different in this regard. 


We found that self-reported health 
status is strongly associated with time 
crunch. Individuals who report their 
health status as poor have a 17.1 per- 
centage point higher probability of 
experiencing time crunch than an 
individual with excellent self-reported 
health status. Other variables, such 
as education and income, were found 
to have a statistically insignificant or 
relatively small impact on the risk of 
time crunch. 


In Figure 3, the lines show alternative 
probabilities of time crunch associated 
with sets of characteristics that reflect 
typical individuals in the 45 to 54, 55 
to 64, and 65 to 74 age groups. Among 
these three age groupings, individuals 
are also distinguished by employment 


status, the presence of young children, 
and the provision of care to other 
adults. 


Figure 3 indicates: 


e Individuals aged 45 to 54 and 55 to 
64, who are employed full time and 
provide care to other adults, face a 
higher (five percentage point) prob- 
ability of experiencing time crunch. 


e An even higher (15 percentage 
point) probability of experiencing 
time crunch is faced by persons in 
the 45 to 54 age group who not 
only work and care for other adults, 
but also care for young children 
(the so-called “sandwich genera- 
tion”). 

¢ Caregiving by those who are retired 
exerts a very small impact on the 
probability of experiencing time 
crunch. The data indicate that 
54 percent of persons aged 55 to 
64 years have no regular hours of 


employment, and over 90 percent 
of persons aged 65 to 74 years are 
retirees. 


Time Crunch Mirrors the 
Work Situation 


Figure 4 shows how different factors 
(gender, presence of young children, 
work hours, and flexible work sched- 
ule) can combine to produce a rela- 
tively high probability of experiencing 
time crunch for a typical 35-year-old 
individual.? The figure shows, as 
previously, that having young children 
is associated with a higher probability 
of time crunch, most noticeably for 
women. Compared to a full-time 
work schedule: 


e Working long hours (= 50 hours 
per week) increases the probability 
of time crunch by more than 
11 percentage points; 28 percent 
of employed persons worked 
50 hours or more the week prior 
to the survey. 


e Part-time work (< 30 hours per 
week) reduces the probability of 
reporting time crunch by more 
than 10 percentage points; 9 per- 
cent of employed persons worked 
less than 30 hours the week prior 
to the survey. 


When working long hours, a flexible 
work schedule decreases the probabil- 
ity of facing time crunch by about 

five percentage points compared to an 
inflexible work schedule. Among those 
employed, 36 percent reported having 
a flexible schedule in 1998. 


These findings are consistent with 
the results of Duxbury and Higgins 
(2001, 2003), Phipps et al. (2001), 
and Beaujot and Andersen (2004). 
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In additional specifications, for respon- 
dents who were couples, we found the 
impact of spouses’ full-time or part- 
time work on time crunch to be rela- 
tively small, consistent with the results 
of Phipps et al. (2001) and Beaujot and 
Andersen (2004). 


Our analyses also indicate: 


The risk associated with self- 
employment is the same as for paid 
employees. 


Persons working shifts (as opposed 
to regular day shifts), persons 
on-call, and persons who work 
irregular hours do not report a 
higher risk of time crunch. 
Enjoying one’s paid work is associ- 
ated with a lower risk of reporting 
time crunch, consistent with results 
of Frederick and Fast (2001). Indi- 
viduals who enjoy their work have 
a 13.6 percentage point lower prob- 
ability of time crunch than persons 
who dislike it.10 


Working at home for family-related 
reasons is associated with a higher 
risk of time crunch, possibly reflect- 
ing the particular circumstances 
that lead to working at home. 
Working at home for other reasons 
does not increase the risk of time 
crunch. 


Conclusion 


Our analyses indicate: 
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Females are more likely to report 
time crunch than males. 


The risk of time crunch is highest 
in the 35 to 44 years age group. 


Parents of young children are more 
at risk of experiencing time crunch. 
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FIGURE 4 
Probability of Experiencing Time Crunch for Older Individuals 
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Female parents of young children 
face a higher risk than males due to 
the higher number of hours spent 
by females in primary child care 
and in unpaid domestic work. 


Time spent providing care to other 
adults significantly increases the 
risk of experiencing time crunch. 


Furthermore, work arrangements play 


an 


important role. 


Compared to a full-time work 
schedule, working long hours sub- 
stantially increases the probability 
of experiencing time crunch. 


Working part-time or having a flexi- 
ble work schedule reduces the prob- 
ability of experiencing time crunch. 


There is no difference in the risk of 
reported time crunch between the 
self-employed and paid employees, 
and those who are either self- 
employed, working shifts, irregular 
hours, or on call. 


e Individuals enjoying their paid 
work have a significantly lower 
probability of reporting time 
crunch. 


Time crunch affects significant num- 
bers of individuals. These persons are 
likely to experience it over prolonged 
periods, and the incidence of time 
crunch has been rising over time. In 
1998, 16 percent of men and 21 per- 
cent of women reported time crunch, 
up from 12 percent and 16 percent 
respectively in 1992 (General Social 
Survey, 1992). Because of changes 

in life-cycle patterns, such as longer 
times spent in education delaying 
entry into the labour market and 
family formation, individuals may 
face a greater risk of finding them- 
selves as part of a sandwich genera- 
tion, with caregiving responsibilities 
both for children and parents. Popu- 
lation aging may also increase the 
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share of the population who find 
themselves in these circumstances. 


Improving the ability of persons to 
combine work and family responsibili- 
ties may assist them in coping with 
time crunch. However, in considering 
such initiatives, it is also important to 
balance their impact on the ability of 
employers, notably small firms, to 
organize work. Areas to focus on 
might include: 


°_ opportunities for reduced work 
hours or part-time work; 

e more flexibility in the timing of 
work during day, week, month 
or year; 
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e increased options for child-care 
Services; 


e more flexible arrangements for 
parental and caregiving leave (e.g., 
one day of leave per week over an 
extended period of time); and 


e tying parental and caregiving leave 
to later retirement. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


Notes can be found at the end of this issue. 
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Policy Features: 
Voluntary Family 
Initiatives 


Project Chance: Breaking the Social 
Assistance Cycle for Young Mothers 


Project Chance, a non-profit organiza- 
tion founded in 1986, runs a 22-suite 
apartment building in downtown 
Montréal to accommodate single 
mothers and their children for up to 
five years while the mothers attend 
university or a CEGEP. Residents to 

the program must be between 18 to 
30 years of age, live with their children 
full time, and demonstrate a social and 
economic need. 


Each family has its own apartment and 
benefits from a book-lending service, 

a food bank, and workshops on parent- 
ing, financial management, personal 
and career counselling, and nutrition. 
In turn, the women share such duties 
as serving on the board of directors, 
cleaning common areas, and helping 
in an after-school program. Rents vary 
based on income. 


Preliminary results show that between 
two thirds and three quarters of the 
residents complete their diploma or 
degree programs. 


Source: University Affairs. 2004. “Single Moms 
Succeeding.” February. 
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Introduction 


chieving work-life balance is 
A a complex issue that depends 

on many variables. It interre- 
lates with several government policies 
and programs, and is seen as an essen- 
tial ingredient of a proactive social 
policy; one which invests in people’s 
capabilities and supports families to 
achieve their full potential and con- 
tribute to the future development 
of their societies at all stages of life 
(OECD, 2005a).1 


In recognition of the economic and 
social benefits of promoting work-life 
balance, various federal, provincial, 
and territorial governments have 
established support programs for 
families and individuals.2 Also, several 
employment protection measures 
and work arrangements have found 
their way into legislation or negoti- 
ated agreements between employers 
and employees. 


While these programs have benefited 
many parents, others remain chal- 
lenged by their inability to balance 
family requirements and work com- 
mitments. Women are disproportion- 
ately represented in this group with 
serious consequences for their physical 
and psychological health (Duxbury 
and Higgins, 2001; Macdonald et 

al., 2005). 


Available evidence suggests that 
despite women’s increased participa- 
tion in the labour market in the last 
decade, they are still primarily respon- 
sible for housework and caregiving. 
And, while men have started to share 
some of the burden, the persistence 
of the socially constructed division of 
labour within the family and work 
place has made balancing work and 


family responsibilities a major chal- 
lenge for women. It is no surprise that, 
despite the gender neutrality assump- 
tion underlying work-life balance poli- 
cies, the perception is that it is almost 
overwhelmingly a women’s issue 
(Smithson and Stokoe, 2005).3 


The discussion in this paper is based 
on the findings of research funded 

by Status of Women Canada’s Policy 
Research Fund (PRF). The PRF pro- 
motes gender-based policy research 
that contributes to the development of 
a better-informed public policy. Several 
recent publications have contributed 
to the debate on work-life balance and 
are presented in this paper.4 


The paper starts by examining the 
key challenges facing self-employed 
women, as they struggle to reconcile 
their career demands and family 
responsibilities. A review of the work- 
ing conditions of home-based child- 
care service providers, a sector where 
women predominate, is illustrative of 
and reveals some of the key difficulties 
they face. The paper concludes with a 
discussion of policy options that may 
give parents some choices when they 
make work and family decisions, thus 
easing some of the pressure points in 
their life. 


Self-Employment: Is It Good 
for Work-Life Balance? 


The recent changes in global eco- 
nomic systems, resulting from tech- 
nological advancement and trade 
liberalization, among others, have 

led to the emergence of flexible and 
precarious work practices and employ- 
ment relationships. While these new 
systems have contributed to the 
increased participation of women in 
the paid work force, they also have 
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contributed to the creation of work- 
ing conditions best described as 
non-standard, with a high level of 
insecurity and reduced benefits and 
rights. These types of work include 
self-employment. 


Considered a dynamic aspect 

of Canada’s private sector, self- 
employment has expanded signifi- 
cantly in the last decade particularly 
women-owned businesses. According 
to data from the 2001 Census of 
Canada, the number of women 
entrepreneurs grew by eight percent 
between 1996 and 2001, compared 
with a 0.6 percent increase for men. 
And, they account for about 34 per- 
cent of total self-employed Canadians, 
up from 31 percent in 1990 (Statistics 
Canada, 2003). 


Self-employed women own almost 
half of all small and medium-sized 
enterprises, and start-up rates for 
women-owned businesses are twice 
those for men. They tend to concen- 
trate in a number of sectors, such as in 
caregiving or service trades (e.g., cater- 
ing or cooking, administrative work, 
bookkeeping) and tend to operate 
home-based businesses, to be own- 
account and to work part time. Many 
women find this type of business 
allows for flexible working hours to 
care for children and family members 
(Statistics Canada, 2003). 


Self-employed women tend to fall 
outside the social safety net. Their 
economic autonomy and well-being 
are threatened by the lack of access 

to pension plans and paid benefits 
including maternity and parental 
leave. Their situation is made worse 
by low average earnings, lack of acces- 
sible, high-quality child care, and 


competing work and family demands.° 
Approximately 54 percent of working 
mothers report medium to high work- 
family conflicts, whereas 47 percent of 
fathers report the same (SWC, 2005). 
Young women in particular report 

that they are often very stressed and 
pressed for time (Lindsay et al., 2004). 


Even when working for pay, women 
are largely responsible for the bulk 

of the housework as well as other 
unpaid work, especially the provision 
of child care (Lindsay et al., 2004). 

In fact, caregiving and homemaking 
responsibilities are two main reasons 
for low earnings among self-employed 
women, compared to men. Some gov- 
ernment programs recognize and sup- 
port caregiving services provided by 
women. However, these programs are 
often criticized by non-governmental 
organizations as inaccessible or inade- 
quate (Yalnizyan, 2005). 


Despite government-designed pro- 
grams to support small enterprises 
and women’s entrepreneurship, 
women business owners continue to 
face challenges. A study of 168 self- 
employed women from across Canada 
in a variety of occupations revealed 
that most of the women had difficulty 
taking time away from their business 
for maternity/parental, sickness, or 
family caregiving reasons. The most 
frequently cited reasons were their 
inability to find a replacement, 
reduced earnings, loss of clients, and 
loss of visibility (Rooney et al., 2003). 


Many self-employed women, particu- 
larly those in vulnerable groups, such 
as low-income earners, those in the 
start-up phases of their businesses, 
and those with health conditions, 
have pointed to their inability to save 


for maternity, sickness, and other 
family-related leave, to purchase 
health and business insurance, and 
to access business financing (Rooney 
et al., 2003). Self-employed women’s 
financial security is challenged when 
their earnings are interrupted after 
childbirth/adoption or for personal 
or family health reasons. A Statistics 
Canada report showed that one in 
three self-employed women returned 
within two months after having a 
child, compared to five percent of 
paid workers (Statistics Canada, 2004). 


The challenges facing self-employed 
women are magnified in rural Canada. 
Not only do they face the scarcity of 
job opportunities, the lack of trans- 
portation infrastructure, and difficul- 
ties accessing training, computers, and 
information technology, but they have 
to deal with key social and economic 
policies that impact on their income. 
A study of the participation of rural 
women in the new economy in Nova 
Scotia found that training, maternity 
and sickness benefits, and the recently 
announced compassionate care benefit 
are not available to them (Manicom 

et al., 2005). 


Lone-parent mothers face considerable 
challenges. Many of them work part 
time or accept short-term contracts, 
while their children are young, in 

the expectation that they will be able 
to make a commitment to full-time 
employment when the children are in 
school, or when the lack of affordable, 
quality child care is no longer an issue. 
A study of 82 single mothers (average 
32.5 years of age) indicated that the 
primary obstacles to sustainable 
employment were the lack of access 

to child care and inadequate income. 
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Consequently, the trade-off between 
a job and the loss of benefits available 
to income assistance recipients (e.g., 
medical and dental care, for them- 
selves and/or their children) becomes 
a difficult choice (Stephenson and 
Emery, 2003). Furthermore, their 
hopes for a steady progress toward a 
balanced family and professional life 
were tempered by considerable anxiety 
as to whether their goals and expecta- 
tions could be fulfilled. 


The research confirmed the complex- 
ity and multi-faceted nature of the 
barriers facing self-employed women 
and documented the fact that existing 
social support policies and programs 
may not work effectively to reduce 
their poverty and improve their qual- 
ity of life across various life phases. 
Women are at a considerable disad- 
vantage when it comes to achieving 
a work-life balance. 


Critical for Parents: But Can 
Family Child-Care Providers 
Find a Balance? 


Family child-care providers are respon- 
sible for educating and caring for chil- 
dren, as well as operating a successful 
small business and equipping and 
maintaining their residence in com- 
pliance with regulations dictating 
hygiene and safety standards (Cox, 
2005). Regardless of the model used 
for delivering regulated family child 
care, almost all providers are consid- 
ered self-employed.® 


According to the 2001 Census, there 
are approximately 137,000 early 
childhood educators and assistants in 
Canada, almost all of them are women 
(Beach et al., 2004). About half work 
part time and over 30 percent work 


from home. The main reason cited 
by providers for offering child care 
at home is the desire to stay at home 
to care for their own children 

(Cox, 2005). 


While child-care services are critical for 
enabling parents to achieve a balanced 
work and family life, those working as 

child-care providers face a considerable 


(CPP/QPP) benefits, and compensation 
for workplace injuries as well as in 
ensuring employment standards.’ 


In analyzing day-care providers’ enti- 
tlement to benefits, such as Employ- 
ment Insurance, pensions, pay equity, 
and labour law protection, the study 
underlined that, from a legal stand- 
point, awarding the protection and 


Self-employed women tend to fall outside the social safety net. 


Their economic autonomy and well-being are threatened by the 


lack of access to pension plans and paid benefits including 


maternity and parental leave. 


challenge in achieving the same objec- 
tive. Child-care providers’ working 
conditions are characterized by poor 
compensation relative to the skills and 
responsibilities, low wages (less than 
the national average), long hours and 
heavy workloads. (Child-care staff in 
full-time programs typically work 40 
to 45 hours a week.) They also face 
high levels of job insecurity, limited 
career opportunities, health and safety 
concerns, and an uncertain employ- 
ment status. Family child-care 
providers, being considered independ- 
ent contractors, are therefore not eligi- 
ble for maternity and parental leave 
benefits, Employment Insurance, 
health benefits, and employee protec- 
tions under labour legislation, such 

as sick leave. 


The study by Cox (2005) confirmed 
the difficult working conditions of 
family child-care providers and the 
challenges they face, given their 
employment status, in accessing 
maternity and parental benefits, 
Canada/Quebec Pension Plan 


benefits afforded under labour and 
employment legislation is tied to 
granting status to salaried employees. 
Whenever providers have been recog- 
nized as having the status of salaried 
employees of the agency with which 
they are affiliated, authorities react by 
adopting policies intended to change 
the status to “pseudo-independent 
contractors,” thus avoiding the appli- 
cation of the principles of labour 

and employment legislation to day- 
care providers. 


In this context, considerations regard- 
ing the quality of child-care services 
(e.g., compulsory training, provider 
evaluation, equipment loans, regular 
visits to the child-care home) as well 
as considerations regarding improved 
working conditions for providers, such 
as income stabilization, access to social 
benefits, and the possibility of greater 
personal support, have been relegated 
to the background. 


Child-care providers in British 
Columbia and Newfoundland and 
Labrador are not considered to have 
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insurable employment and do not 
have the right to maternity and 
parental benefits. The degree of 
provider dependence on agencies 

or Child Care Resource and Referral 
in British Columbia and their status 
as independent contractors makes 
them fall outside workers” compensa- 
tion coverage and the application 

of employment standards. Notwith- 
standing this situation, given the low 
income of most care providers, the 
benefits to which they would be enti- 
tled are, inevitably, very low. More- 
over, the lack of proactive pay equity 
legislation coupled with the difficulty 
of assessing equivalent work represents 
obstacles to achieving pay equity. 


In Quebec, the government adopted a 
different approach. On the one hand, 
most family child-care providers are 
under the control and management 
of a Centre de la petite enfance. Never- 
theless, on the other hand, the gov- 
ernment instituted Bill 8 to prevent 
the establishment of an employment 
relationship between the centre and 
family child-care providers thereby 
limiting any possibility of access to 
the benefits and protecticns of labour 
and employment laws. 


The current definition of eligibility 
within the legal framework in Quebec 
extends worker’s compensation and 
employment standards to some child- 
care providers. However, this could be 
challenged if the provisions of Bill 8 
are upheld. Extending maternity and 
parental benefits to self-employed 
individuals is a step forward. But it 

is limited by the ability to contribute 
and the fact that the benefits are 
entirely self-funded. 


Avoiding the creation of an employer- 
employee relationship prevents family 


child-care providers from accessing 
benefits and employment protection 
measures. Cox (2005) argued that, if 
the working conditions of regulated 
family care providers amount to a 
series of constraints with limited 
incentives and nothing in terms of 
access to benefits, the role of agencies 
could become a disincentive leading 
providers to not join or even withdraw 


Possible Public Policy 
Remedies and Options 


Any discussion of work and life bal- 
ance should recognize that we face 
two life trajectories — career and family. 
Conflicts result when they intersect 
and women are usually the ones who 
bear the brunt of these conflicts. Pub- 
lic policy can only be effective if it 


Home-based family child-care providers, while contributing 


to others’ endeavours to find the right balance between work 


commitments and family responsibilities, have themselves 


been unable to achieve the same objective. 


with negative consequences for quality 
child care and early learning. She 
observed that the refusal to consider 
the possibility that the principles 

of labour legislation might apply to 
family day-care services seems to be 
mostly a matter of cost. 


An additional point that exacerbates 
the already unbalanced relationship 
between work and the family life of 
providers is created by using the home 
as a workplace. At home, women 
workers usually find themselves in an 
ambiguous situation as the boundary 
between women’s “private” and “pro- 
fessional” lives gets blurred (Bernstein 
et al., 2001). Indeed, the confusion 
surrounding the status of a home- 
based worker renders the application 
of the laws and access to benefits more 
complicated. 


Home-based family child-care 
providers, while contributing to 
others’ endeavours to find the right 
balance between work commitments 
and family responsibilities, have 
themselves been unable to achieve 
the same objective. 


succeeds in reducing the incidence 

of those conflicts and helps parents 
achieve a healthy balance between 
career and care needs without major 
sacrifices or penalties throughout the 
various phases of their life. Succeeding 
in this objective would have a signifi- 
cant impact on women’s quality of life 
and their capacity to compete equally 
with men in the labour market. 


Supporting self-employed women to 
achieve work-life balance presents a 
particular challenge for public policy. 
Employment insurance, benefits, and 
pension plans are generally designed 
for workers in standard jobs with 
long-term continuous service. Self- 
employed women may not be able to 
accumulate the requisite number of 
hours of work to qualify for Employ- 
ment Insurance benefits, and may 
have earnings that are too low to 
allow for coverage of the CPP/QPP. 
Therefore, changing the Employment 
Insurance Act to separate maternity 
and parental benefits from other 
benefits, to extend coverage to self- 
employed individuals to include 
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dependent care leave, to increase the 
payable benefits and the maximum 
allowable insurable earnings, and to 
base the eligibility criteria on gross 
earnings rather than number of hours 
are all measures that were proposed to 
improve income security and enhance 
access to benefits for self-employed 
individuals (Rooney et al., 2003). 
Other measures could include reduc- 
ing the penalty for mothers working 
on a part-time basis while collecting 
maternity or parental benefits, 
enhancing access to long-term dis- 
ability benefits, and considering 
child-care expenses as a legitimate 
business expense. 


Similar recommendations were made 
by the Prime Minister’s Task Force 

on Women Entrepreneurs (2003). It 
recommended the extension of social 
safety net programs including Employ- 
ment Insurance benefits and maternity 
leave to self-employed women. Also, 
the Task Force argued for an increase 
in the Child Care Expense Deduction 
to cover the full cost of child care as 

a business expense. 


Rooney et al. (2003) explored the 
options of earnings protection for 
maternity/parental leave via a volun- 
tary government-regulated plan or a 
tax-sheltered savings plan. The first 
might be expensive to run and the 
other, while it would permit more 
autonomy and flexibility, and less 
government bureaucracy, may risk 
directing limited resources away from 
retirement savings. Also, those self- 
employed women with low earnings 
or in the start-up phases of their busi- 
ness would not have the necessary 
funds to contribute. Therefore, imple- 
menting a plan that would allow self- 
employed individuals to save a fixed 


percentage of their earnings ahead of 
time for deposit in a tax-sheltered plan 
would allow the use of the fund dur- 
ing periods of business interruptions, 
because of family circumstances (such 
as in maternity and sickness) as well as 
the roll over of the unused fund into 

a Registered Retirement Savings Plan 
(RRSP) at the age of 65. 


For self-employed women in rural 
Canada, Manicom et al. (2005) argued 
that social policy that supports 
women’s access to the new economy 
must address issues, such as providing 
quality early childhood care and edu- 
cation, income assistance inequities, 
quality job creation, employment ben- 
efits and life-long learning. Applying a 
rural lens when developing economic 
and social policies would ensure a 
more responsive policy and support 
programs for rural Canada. 


Quebec’s model of extending mater- 
nity and parental benefits to the self- 
employed and enhancing the level 

of payable benefits could be emulated 
to increase the coverage without a 
significant claw back. The implemen- 
tation of these progressive measures 
will provide useful information about 
the feasibility and various policy 
considerations associated with extend- 
ing the benefits to self-employed 
individuals. 


These policy reforms would also play 
a role in improving the working con- 
ditions of child-care providers as they 
are considered self-employed in many 
jurisdictions. In addition, Cox (2005) 
suggested the use of regulatory power 
to enable child-care providers to 
access benefits under the Employment 
Insurance Act; this could be applied in 
the same way to persons holding 
insurable employment. In addition, 


she recommended extending protec- 
tion to regulated family child-care 
providers in the event of a work- 
related accident or illness. Further 
research is needed to identify various 
mechanisms to extend Employment 
Insurance benefit eligibility to 
providers, to examine adapting a 
sectoral model of collective bargaining 
for self-employed workers as well as 
to conduct a thorough evaluation of 
child-care work (Cox, 2005). 


As highlighted by the findings of 
research, access to affordable, high- 
quality child care remains a sine 

qua non for efforts aimed at helping 
parents reconcile work and family 
responsibilities. However, this cannot 
be effectively achieved without the 
long-term improvement of the work- 
ing conditions of home-based family 
child-care providers as well as ensuring 
a certain degree of quality control over 
child-care providers’ work. 


There is indeed a need to adapt con- 
tinuously to the changing composi- 
tion and requirements of Canada’s 
work force and family structure. Pro- 
moting and supporting work-life bal- 
ance will depend on how public policy 
will be able to increase collective sup- 
port for caregiving as both a societal 
and a family responsibility; and to 
support the creation of a family- 
friendly labour market that allows 
both men and women to share earn- 
ing and caring duties without undue 
burden on one side. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


Notes can be found at the end of this issue. 
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n The Gender Factory, Sarah Berk 

(1985) proposed that, through 

the allocations of domestic work, 
households and families are gender 
factories. Arlie Hochschild (1989) also 
proposed that families play significant 
roles in maintaining gender differ- 
ences. In most of the households she 
studied, Hochschild found that the 
double burden belonged to women. 
Yet, 10 percent of her households 
were making deliberate attempts to 
divide unpaid work more equally. If 
the gender revolution involves women 
achieving equal opportunity, we could 
say that this has been achieved more 
outside of the household than in fami- 
lies. The feminist agenda has been to 
complete the gender revolution. 


Changing Norms 


In surveys with my undergraduate 
students, there is almost unanimity 

to say “both equally” in response to 
questions on how domestic work and 
child care should be shared in couples. 
For many, the norms have changed 

in the direction of sharing paid and 
unpaid work as a form of mutuality. 


In Gender in Families, Scott Coltrane 
(1998) proposed that several factors 
push in the direction of men doing 
more domestic work. First, there is 
rising women’s income, and share 
of family income. Second, there are 
normative changes in the direction 
of equality and sharing, in contrast 
to family models based on dividing 
earning and caring along gender 
lines. Third, family changes, including 
later marriages, more cohabitation, 
and more remarriages, prompt alter- 
nate models of the division of work. 
By now, young men know that they 
need to share the burden if they 


want to enter a relationship, and 
it is not uncommon for women to 
abandon relationships that are not 
based on a sense of fairness in the 
division of work. 


The models of marriage have changed. 
Gary Becker (1981) proposed that it 
was efficient for households to divide 
paid and unpaid work and that, at 
most, one person would spend time 
doing both market work and domestic 
work. Many have since seen this com- 
plementary-roles approach as a man’s 
view of efficiency, or they see more 
important goals in relationships, like 
mutuality and equality rather than 
efficiency. Valerie Oppenheimer 
(1988) proposed a “career entry” 
theory of marriage, where enduring 
relationships are formed once jobs 

are established. Once couples start 

out with two jobs, they are more likely 
to be oriented to also share the domes- 
tic work. Christiane Bernier and her 
colleagues (1996) saw women’s paid 
work as a “trump card” against their 
exploitation through domestic work. 


Co-existing Models 


In an American study, Shelly Lundberg 
and Elaine Rose (1998) found that, 

on average, women’s work time is 
reduced after the birth of a first child, 
and men’s average wage increases. 
Couples in which wives interrupted 
their careers for child rearing showed 
increased task specialization associated 
with childbirth, including a realloca- 
tion of time of both husband and 
wife, and declines in wages of wives. 
However, there was also evidence 

of the emergence of other patterns. 
Lundberg and Rose found signifi- 
cantly different patterns for couples 

in which the wife participated 
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continuously in the labour market. 

In those cases, the mother’s wage 

rates did not decline while the hours 
worked by fathers declined after the 
birth of the first child. Furthermore, 
the wage differentiation on the birth 
of a first child was not as significant 
for younger cohorts. Thus, the increase 
in task specialization associated with 
childbirth was less applicable to 
younger cohorts and to the sub- 
sample of couples in which wives con- 
tinuously participated in the labour 
force. As the model of continuous par- 
ticipation in the labour force becomes 
dominant, the authors predicted con- 
verging time-use patterns for husbands 
and wives and declining wage differen- 
tiation associated with parenthood. 


Converging Employment 
Patterns but Parenthood 
Brings Divergence 


The Canadian employment/popu- 
lation ratios have converged consid- 
erably between women and men. 
Men’s employment ratios have 
declined since 1981, and women’s 
have increased since 1971. Among 
the OECD countries, Canada is 
exceptional for the amount of change 
between 1960 and 1990 (Engelhardt 
and Prskawetz, 2004: 38). In 1960, 
with 32 percent of women in the 
labour force, Canada was among the 
countries with the lowest participa- 
tion; in 2000, the rate of 71 percent 
put Canada in the group with the 
highest participation. At age group 
15 to 24 in 2001, the employment/ 
population ratio was identical for 
males and females, at 55 percent; 
however, at age groups 25 to 54, 
there remained a 10 to 11 percentage 
point difference. 


While the trends for women and 
men are converging, parenthood 

still has the opposite average effects, 
leading to divergent employment 
patterns for women and men. When 
they lived with children under 6 years 
of age, 90.5 percent of men in 2001 
were working full time compared to 
49.7 percent of women (Beaujot and 
Ravanera, 2005). 


differentiation in the division of work. 
It is useful to reflect on the kinds of 
policy initiatives that could prompt 
further convergence. 


Parental Leave 


One might start with equal parental 
leave, or at least men taking a substan- 
tial part of the leave. Extending the 
leave from six months to a year has 


By now, young men know that they need to share the burden if they 


want to enter a relationship, and it is not uncommon for women to 


abandon relationships that are not based on a sense of fairness in 


the division of work. 


Similar results are shown in time use 
patterns. Compared to persons who 
are single, being in a relationship 
increases the unpaid work of women, 
but also of men, and the paid work 
of men (Beaujot and Liu, 2005). The 
presence of children especially differ- 
entiates women and men in terms 

of the proportion of total productive 
activity that occurs in the categories 
of paid and unpaid work. For instance, 
in 1998, married men under age 45 
with children spent an average of 

66 percent of their productive time in 
the market, compared to 35 percent 
for women in this category. 


What Would It Take to 
Achieve Convergence in 
Paid Work Patterns of 
Women and Men? 


Much change has occurred outside 
of families, but important differences 
remain in the division of family 
work. The norms appear to be 
changing in the right direction but, 
on average, parenthood still brings 


increased the leave time taken by 
women and it has, as well, increased 
the proportion of men taking leave. 
It seems that fathers are more likely 
to take leave if the mother takes eight 
months, and the father has benefits 
that top up the Employment Insur- 
ance benefits. To push this further, 
one might consider increasing the 
replacement rate on parental leaves, 
with a maximum of eight months 
leave per parent. 


Benefits for Part-Time Work 


Especially when children are under 

3 years of age, there is considerable 
interest in working fewer hours. This 
could be supported by policies that 
would treat part-time workers the 
same as full-time workers, as currently 
occurs for Employment Insurance and 
Canada Pension Plan benefits. That is, 
regulations could prohibit discrimina- 
tion against part-time work in terms 
of wage rates and benefits. One could 
even adopt policies like in Sweden to 
give parents the right to work part 
time when children are young, along 
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with the right to go back to full-time 
work at any point. Further, one could 
subsidize part-time work when it 
involves a parent of a child under 

3 years of age. To make this symmetri- 
cal, how about allowing each parent 
one year of such subsidy per child? 


Removing Assumptions of 
the Breadwinner Model 

As we opt for a society where there are 
fewer dependencies, and more equality 
between men and women, it is useful 
to take note of legal provisions that 
remain based on a traditional bread- 
winner model. This may apply to 
widowhood benefits, spousal 
allowance, pension splitting, and 

tax deductions for a dependent 
spouse. While these provisions are 

a means of accommodating depend- 
ency in couples, they can also pro- 
mote dependency. 


In Sweden, they have never had pen- 
sion splitting, and they eliminated 
widowhood benefits for persons who 
married after 1989. Such changes 
would need to be grand-parented to 
accommodate those who lived their 
lives under the assumptions of the 
breadwinner model. 


The income tax deduction for a 
dependent spouse makes sense when 
one spouse is not in the labour force, 
because of young children at home. 
But in other circumstances, why do 
we encourage dependency through 
this tax provision. For lone parents, 
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we already have an “equivalent to 
married” deduction for the first child. 
How about using this for all parents, 
giving them a deduction for the first 
dependent child rather than for a 
dependent spouse? Of course, this 
change would only benefit two-parent 
families, and thus I would propose 
that the benefit be doubled for lone- 
parent families. 


Conclusion 


The difficulties of work-life balance 
originate in the fact that change in 
some areas of life have not been 
matched by change in other areas. 
Peter McDonald (2000) proposed that 
fertility is particularly low in societies 
where women have equal opportuni- 
ties in education and work, but where 
they carry an undue proportion of 
family work. For instance, Livia Olah 
(2003) found that women in Sweden 
are more likely to have a second 
child when their husband takes 
parental leave after the first birth. 
Eva Bernhardt (2005) proposed that 
low fertility is due, in part, to the 
unfinished gender revolution. The 
norms are changing in the direction 
of more symmetry in the division 

of work; we now need to make other 
changes that would encourage a 
better sharing of family work. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


BOOKMARK 


Quebec’s New Parental 
Insurance Scheme 


The new Régime québécois d’assurance 
parentale (RQAP) (Quebec Parental Insur- 
ance Plan) came into effect on January 1, 
2006. The RQAP provides for the payment 
of a financial benefit to every eligible worker 
— salaried and self-employed — who takes 
maternity leave, parental leave, paternity 
leave or adoption leave. 


Two specific conditions must be met in order 
to qualify for benefits under the Quebec 
Parental Insurance Plan. The birth or adop- 
tion must take place on or before January 1, 
2006. If they take place after this date, no 
benefits under the federal El plan will be 
paid. 


The RQAP offers the choice between a basic 
plan (longer but less money) and a specific 
plan (shorter but more money). 


Basic Plan 


e Maternity and paternity leave benefits are 
paid for 18 and 5 weeks, respectively, at 
a rate of 70% of average weekly income. 


+ Benefits for parental leave are paid for 
7 weeks at 70% and for 25 weeks at 55%. 


With this option, a mother can receive 
benefits for up to 50 weeks. 


+ Adoption leave benefits, which can be 
shared between the two parents, are paid 
for 12 weeks at 70% and for 25 weeks at 
55%. 


Specific Plan 

+ Maternity and paternity leave benefits are 
paid for 15 and 3 weeks, respectively, at 
a rate of 75% of average weekly income. 

+ Benefits for parental leave are paid for 
25 weeks at 75%, i.e., a mother can 
receive benefits for up to 40 weeks. 

+ Adoption leave benefits, which can be 
shared between the two parents, are 
paid for 28 weeks at 75%. 


What's More... 


+ The RQAP does away with the two-week 
qualifying delay, so that the benefits begin 
as soon as the leave does. Maximum 
insurable income will go from $39,000 
to $57,500. 

The plan admits workers with at least 
$2000 in insurable income. 


The new Quebec plan entitles fathers to a 
3 or 5 week paternity leave with benefits, 
not transferable to the mother. 


Employers, employees and self-employed 
workers must contribute to the plan. 


Source: <www.rqap.gouv.qc.ca>. 
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Introduction 


Caregiving for seniors has historically 
been a responsibility shared by family 
members and later, institutions. How- 
ever, demographic and social trends 
may have diminished the capability of 
families to provide care to the elderly. 
Canadian families are now smaller 
and women, the traditional providers 
of care, are mostly in paid work.2 
Meanwhile, an aging population and 
increased life expectancy suggest that 
seniors with a disability will represent 
a growing segment of the population.’ 
This has the potential of increasing 
the demands on family caregivers at 

a time when they have less capacity to 
do so. Compounding these trends has 
been the shift of caregiving responsi- 
bilities from institutions to the family 
(Ward-Griffin and Marshall, 2003; 
Wiles, 2003).4 These factors suggest 
that caregiving demands on the family 
have increased, leaving some Canadi- 
ans struggling to balance their caregiv- 
ing and work responsibilities. Hence, 
the priority accorded to families and 
caregivers in the 2004 Speech from the 
Throne: The “Government recognizes 
the vital role of Canadians who care 
for aged or infirm relatives or those 
with severe disabilities.” 


Statistics Canada’s 2002 General Social 
Survey (GSS) provides the most recent 
information about caregivers 45 years 
of age and over. According to the GSS, 
informal caregivers 45 years of age and 
over provided over 40 percent of elder 
care.» While caregivers span all age 
groups, international and Canadian 
studies show this is an age group that 
is most likely to provide elder care. 

An International Labour Organization 
study, for example, showed that infor- 


mal caregiving pressures fall mostly 
on the population 40 years of age and 
over (Hoskins, 1996). The 1996 GSS 
also showed that a slight majority of 
caregivers for seniors in Canada were 
at least 45 years of age with an average 
of 46 years for women and 44 for men 
(Keating et al., 1999). 


The paper uses data from the 2002 
GSS to explore issues surrounding 
caregiving for working Canadians. The 
first section discusses the characteris- 
tics of Canadian informal caregivers in 
paid work, followed by an analysis of 
the employment, economic, and social 
consequences they experienced. The 
next section addresses what caregivers 
reported they needed to balance their 
work-life demands with elder care, fol- 
lowed by a discussion of the particular 
case of working caregivers with chil- 
dren under 18 at home (i.e., the sand- 
wich generation). Finally, the paper 
concludes with highlights of the 
research results and the policy issues 
the findings raise. 


Characteristics of Informal 
Caregivers 


Over 1.7 million or more than one 

in five Canadians aged 45 to 64 years 
provided informal care to seniors with 
a long-term health problem or physi- 
cal limitation. Of these, 1.2 million 
were in paid work. Most were in their 
prime working years (45 to 54), mar- 
ried, and lived in urban areas. One in 
five had one or more children under 
18 living at home (Table 1). 


Caregivers who are not in paid work 
tended to be older with more than 
three in five approaching the “tradi- 
tional” retirement years (55 to 64). 
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TABLE 1 


Characteristics of Informal Caregivers 


All caregivers aged 45-64 ('000) (000) 
RAS 507 
Age 
45-54 years 70.5 507 
55-64 years 295 63.3 
Total 100 100 
Gender 
Men 54.3 38.0 
Women ASS] 62.1 
Total 100 100 
Marital status 
Married 78.4 170 
Single Pes 231 
Total 100 100 
Education 
University degree 26.3 As 
Some post-secondary 45.4 39.8 
High school or less 28.2 38.1 
__ Total 100 100 
Region 
Urban 754 745 
Rural 24.6 295 
Total 100 100 
Presence of children 
With youngest child under 18 25:27 13.8 
Without children under 18 74.8 86.4 
Total 100 100 
Employment 
Full time 90.7 n.a. 
Part time 9.3 n.a. 
_ Total 100 n.a. 
Household income 
Less than $40,000 14.1 36.6 
$40,000 to $60,000 19.6 20.9 
$60,000 to $80,000 17.3 9,5 
$80,000 and over 36.7 14.2 
Not available 12.4 18.8 
Total 100 100 


Notes: * Does not always add up to 100 due to some non-responses. 


n.a.: Not applicable. 


Source: Statistics Canada, 2002 General Social Survey. 


While most caregivers not in paid 
work were also married, proportion- 
ately fewer had a child under 18 living 
at home, suggesting that simultane- 
ously managing the demands of elder 
care and child care fell more on those 
in paid work. 


Men (23.5%) and women (23.9%) 

are almost equally likely to provide 
care. While men comprised a little 
more than half of working caregivers 
(54.3%), women constituted a major- 
ity of those outside paid work (62.1%), 
which suggests that, for some in this 
age group, men continue to be the 
family breadwinners. Most informal 
caregivers not in paid work were also 
married and marriage may provide the 
needed finances to assist caregivers 
outside paid work. However, this issue 
requires further exploration. 


Informal Caregivers in Paid 
Work Have Relatively High 
Household Income 


Among informal caregivers in paid 
work, one in seven had a family 
income that was less than $40,000 
while more than one in three had at 
least $80,000 per year. By contrast, 
more than one third of caregivers 

not in paid work had a family income 
of less than $40,000 per year com- 
pared to only one in seven who had 
at least $80,000. The large income 
disparity between the two groups may 
be attributed to differences in labour 
market status. Other factors, such as 
the hours of work of informal care- 
givers in paid work, their educational 
attainment and their spouses’ labour 
market activity, appear to also con- 
tribute to these differences. 
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First, a large majority of men and 
women caregivers in paid work were 
employed full time. Proportionately, 
more of those in paid work have at 
least some post-secondary education 
(71.7%) although the proportion of 
those not in paid work with the same 
level of education is also quite high 
(61.3%). Finally, although a majority 
of caregivers (in paid work and not in 
paid work) were married, those in paid 
work were in dual-earner families. 
Almost seven in ten men (68.3%) in 
paid work reported that their spouse 
was also in paid work while an even 
higher proportion (82.2%) of working 
women indicated that their spouse 
was working (Table 2). A majority of 
the spouses also worked full time and 
a large proportion had at least some 
post-secondary education (data not 
shown). These factors taken together 
may help explain the relatively high 
family income of working caregivers 
in dual-earner families. It is important 
to note, however, that while family 
income is an important indicator of 
well-being, the influence of factors, 
such as family size and region of 
residence, is important and needs 

to be explored further. 


Who Provides the Most 
Informal Care? 


As noted above, a majority of men 
and women caregivers work full time, 
which suggests that balancing time 
between work and caregiving may be 
an issue. Among working caregivers, 
women spent proportionately longer 
hours giving care than men. While 
women provided an average of 

26 hours of care per month, men pro- 
vided only 15 hours of care likely due 
to gender differences in caregiving 


TABLE 2 


Caregivers in Paid Work and Spouse’s Activity 


Activity of Spouse/Partner Men Women 
(‘000) Percent (‘000) Percent 
Paid work 3/3 68.3 333 82.2 
Not paid work 173 127 72 17.8 
Total 546 100 405 100 


Source: Statistics Canada, 2002 General Social Survey. 


duties.6 The evidence suggests that 
women spent more hours providing 
personal care and other activities 
inside the home, such as meal prepara- 
tion and household chores, which 
most likely occur on a regular basis 

(18 hours on inside activities versus 
5.3 hours for men). Men were more 
likely to help with activities outside 
the house, such as home maintenance, 
yard work, and transportation, which 
may occur less frequently (Figure 1). 


FIGURE 1 


Employment and Economic 
Consequences of Caregiving 
Caregiving is a responsibility that is 
embedded in our social fabric, and 
most Canadians value the enrichment 
derived from giving care. According to 
the 2002 General Social Survey, the 
vast majority of men and women felt 
that, in giving care, they were simply 
giving back what they had received 
(Cranswick, 2003). With proportion- 
ately more Canadians working longer 
hours than in the past, caregivers in 
paid work increasingly have to balance 


Average Time Spent on Various Caregiving Duties 
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Transportation 


All duties 
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Source: Statistics Canada, 2002 General Social Survey. 
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TABLE 3 
Consequences Related to Caregiving 


Social and Personal 
Consequences of Caregiving 


In addition to the financial pressure 
and adjustments to work, the social 


All Caregivers in Paid Work (000) 


ALL MEN WOMEN 45-54 55-64 ‘ ; 
and personal well-being of caregivers 
1275 B28 Bee 899 356 can also be negatively affected. For 
Employment and Economic Consequences example, more than three in ten work- 
(percent) ing caregivers stated that they altered 
AL ahs MOREL 45-54 55-64 their social MIE to provide cee. 
Close to one in four changed their 
Extra expenses a9 3314 41.1 38.6 36.0 holiday plans, and there were sleep 
Reduced hours of work 16.2 12.8 20.2 | ae 137 and health consequences for at least 
Changed work patterns 20.4 14.9 27.0 213 18.7 one in ten Canadian caregivers. These 
Reduction in income 8.9 7.4 10.6 9.2 28.1 results illustrate that a significant 


proportion of working Canadians 


Social and Personal Consequences (percent) eee bee an 


30 


ALL MEN WOMEN 45-54 55-64 balance between the demands in 
Social activities 30.2 278 33.0 2] 31.0 their personal life and providing 
Holiday plans changed 23.7 19.9 28.3 24.2 223 care for the elderly. 
Sleep affected 138 102 18.2 EE Re en 
Health affected tin 6.1 18.4 12.9 Poy? 


Notes: *Use with caution due to small sample size. 


Due to the possibility of multiple responses, the percentages do not add up to 100. 


Source: Statistics Canada, 2002 General Social Survey. 


the demands of caregiving with the 
demands of the workplace.” 


The juggling act of balancing elder 
care and work has an impact on hours 
of work as well as earnings for working 
caregivers. Moreover, close to two in 
five caregivers in paid work claimed to 
have incurred extra expenses related to 
caregiving (Table 3). More than one in 
five caregivers changed their work pat- 
terns to meet their caregiving responsi- 
bilities, and more than one in six 
reduced their hours of work. 


While men and women are equally 
likely to provide care, women bore the 
brunt of these adjustments. Women 


were more likely than men to change 
their work patterns, to adjust to care- 
giving demands (27.0% versus 14.9%) 
and reduce their hours of work (20.2% 
versus 12.8%). More women also 
reported a reduction in income 
(10.6% versus 7.4%) perhaps due to 
the longer hours of informal care that 
women provide. These findings are 
consistent with research that shows 
that women providing personal care 
incur higher costs in terms of added 
expenses, short-term job costs, and 
long-term career costs (Gottlieb et al., 
1994). These adjustments may also be 
indicative of the child-care pressures 
women experience in the family (see 
sandwich generation). 


experienced social and personal con- 
sequences. Women were more likely 
to have changed their social activities 
(33.0% versus 27.8% for men) as well 
as their holiday plans (28.3% versus 
19.9%). When asked about health, 
close to one in five working women 
reported that their sleep and health 
were affected by caregiving. Fewer 
men reported that their sleep (10.2%) 
or health (6.1%) was affected on 
account of caregiving. The dispro- 
portionate effect on women is likely 
linked to the type of care, which they 
provide, and the relatively longer 
hours spent in caregiving compared 
to men. This is also linked to socially 
assigned gender roles. Men generally 
assist in tasks, such as home mainte- 
nance and financial management, 
while women take the direct, hands- 
on personal care, which is likely to 
cause more strain (Brody, 2004). 
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Despite these social and personal 
consequences, both men and women 
caregivers reported that caregiving 
strengthens relationships between 
the generations (61% of men and 
women caregivers) and enables them 
to give back what life has given them 
(60% of men and women). In fact, 
20.6 percent of men and 22.2 percent 
of women felt they should be doing 
more. This suggests that caregivers in 
paid work accept their responsibilities, 
despite the consequences. 


Prime-Age Workers Face 
Slightly Greater Economic 
and Social Consequences 


The results of the 2002 GSS show 

that both prime-age caregivers (45 to 
54 years) and those approaching the 
traditional retirement years (55 to 

64 years) report that caregiving has 
affected them financially or in their 
personal lives. Slightly more prime-age 
workers reported that they incurred 
extra expenses due to caregiving. 
Those in the prime-age group were 
also more likely to report incurring a 
loss of income, reducing their hours 
of work and changing their work pat- 
terns. In terms of social and personal 
consequences, prime-age workers 

were also more inclined to adjust their 
social activities and holiday plans, and 
experience sleep and health effects due 
to their caregiving responsibilities. 


Research on age and earnings profiles 
has shown that men’s earnings 

peak when they reach their 40s 
(Saint-Pierre, 1996).10 Being at the peak 
of their earnings potential, caregiving 
responsibilities may compromise both 
the earnings and contributions to 
retirement savings of prime-age care- 


Caregiving and Retirement Decisions 


The 2002 GSS asked all respondents (45 years of age and over) their reasons 
for retirement. One question asked if providing care to a family member 
was a reason for retirement. In response to this question, 10 percent of 
those 45 years of age and over reported that they retired to care for a family 
member. More than twice as many of the respondents were women (14.3% 
versus 6.0% of men).8 These results should, however, be interpreted with 


caution. Retirement may not be a one-time event as people could retire 
from employment into self-employment or from one occupation into 
another. The GSS results also show that six percent of men and women 
caregivers would have continued to work at the time of their first retire- 
ment if they could have found suitable caregiving arrangements. The results 
suggest a need for further research to explore the consequences of work 
interruptions or earlier retirement due to elder care responsibilities.? 


givers. However, the extent to which 
caregiving influences the supply of 
labour or reduces life-time earnings is 
a subject for future research (see care- 
giving and retirement). 


Informal Caregivers Value 
Occasional Relief from Their 
Responsibilities 

Relief in terms of time appears to be 
a high priority for caregivers in paid 
work. More than half of women and 
more than two in five men reported 
that occasional relief or sharing of 
responsibilities would help them meet 
their informal care responsibilities 
(Figure 2).11 In addition, close to half 
of women and more than three in 
ten men would like flexible work 
arrangements, further underscoring 
their need for flexibility to manage 
work and life responsibilities. 


Next to time pressures, information 
was identified as important by 
working Canadian caregivers. Infor- 


mation on the nature of long-term 
illnesses or disabilities of the care 
receiver was cited by more than two 
in five men and more than one in 
three women. Slightly more than 
one in three men and more than 
two in five women reported that 
financial compensation would help. 
This suggests that earnings may not 
stretch enough to cover the extra 
costs incurred by some informal 
caregivers in paid work.!2 


It appears that while some caregivers 
value financial compensation, more 
are inclined to seek occasional relief 
and flexible work/study practices to 
alleviate their caregiving pressures. It 
is also important to note that in all 
the categories, more women than men 
reported requiring assistance in provid- 
ing care. This underscores a need to 
explore further the gender dimension 
of caregiving in future research. This 
will help identify optimal policies to 
help Canadians balance their work 
and life responsibilities. 
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FIGURE 2 


What would Help in Continuing to Provide Caregiving Duties 
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Source: Statistics Canada, 2002, General Social Survey. 


Policy Implications 


The findings suggest that providing 
care imposes financial and time pres- 
sures for working caregivers. Financial 
pressures weigh more on the sandwich 
generation than caregivers with no 
children under 18 at home, likely due 
to their added responsibility of caring 
for children. Consequently, proportion- 
ately more in the sandwich generation 
would like financial compensation. 


For working informal caregivers as 

a whole, occasional relief, flexible 
work arrangements, and information 
comprise the top three areas of assis- 
tance they reported would help. This 
implies that relief or respite from care- 
giving, flexible workplace policies, and 
information that is accessible would 
go a long way to addressing the needs 
of family and friends who provide 
elder care while in paid work. 


Policy development requires identify- 
ing those in the population who are 
at risk of compromising their income 
or well-being due to caregiving. Recent 
research based on the 2002 GSS has 
shown who among caregivers in paid 
work is likely to be at risk (HCIC, 
2005). Caregivers who provide per- 
sonal care, care for more than one 
senior who is an immediate family 
member, and live with the care 
receiver are likely to change their 
work patterns or reduce their work 
hours. The research results are true 

for men and women although women 
face greater risks as they are more 
likely to provide personal care, a risk 
factor for making work adjustments. 
The adjustments caregivers make 

will likely reduce their earnings and 
therefore current and pension income. 
These short- and long-term effects 
help identify potential groups among 


caregivers in paid work who are at 
risk. It will also be important to look 
at caregivers (in and not in paid work) 
in the working age population who 
may risk reducing their current and 
future income as a result of the need 
to provide care. 


There are limitations to developing 
appropriate and comprehensive poli- 
cies for the working age population on 
the basis of available information. For 
example, the consequences of caregiv- 
ing on the working age population 
cannot be established with the avail- 
able data, which only cover elder-care 
providers aged 45 years and over. With 
delayed childbearing and longer life 
expectancy, caregivers younger than 
45 will likely be saddled with the 
responsibility of simultaneously 
caring for seniors and young children. 
Younger caregivers will also replace 
aging baby boomers in the labour 
force suggesting that more of them 
will be earning and caring. Informa- 
tion encompassing caregivers in the 
working age population will therefore 
be essential for appropriate and com- 
prehensive policy. The needs for assis- 
tance reported by caregivers 45 years 
of age and over, meanwhile, provide 
initial areas for policy development. 


Conclusions 


Today in Canada, family and friends 
provide more care for seniors with 
long-term health problems or physical 
limitations than paid employees or 
organizations. Moreover, a majority 
of these caregivers are in paid work 
and about one in four also have 
children under 18 at home, the 
sandwich generation. 
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The Sandwich Generation in Paid Work 


The term “sandwich generation” refers to persons with 
elder care and child care responsibilities. According to the 
2002 GSS, the sandwich generation, defined here as 
Canadians 45 to 64 years of age, who provided informal 
elder care and had children (less than 18 years of age) at 
home, constituted a little more than one in four informal 
caregivers in paid work. More than half of the sandwich 
generation were men. Although these differences may 
seem Odd at first, they are explained by the fact that 
women tend to have children earlier in life than men. 
When women reach 45 years of age, there is a greater 
chance that their children are already young adults and 
have left home. 


Respondents were asked questions about the employ- 
ment, economic and social consequences of caregiving.!% 
The most frequently cited consequence experienced by 
sandwich generation Canadians in paid work was incur- 
ring extra expenses. Nearly two in five of these caregivers 
reported that they have incurred extra expenses as a 
result of caregiving. About 20 percent reported a change 
in work patterns, but only 17 percent reported a reduc- 
tion in work hours, and 13 percent reported a reduction 
in income. Although extra expenses were a concern for 
the sandwich generation, a majority did not incur a 
reduction in income. This suggests that some Canadian 
families are able to make workable financial arrangements 
within the family to prevent their income from being 
compromised. For example, informal caregivers may 
arrange for a spouse to continue working so the family 


income is not affected greatly. This is highly plausible 
since more than 90 percent of sandwich generation care- 
givers are married or common-law partners. However, 
more research is required to establish this link. 


When asked what would help ease caregiving obligations, 
slightly more than half of sandwich generation Canadi- 
ans in paid work mentioned that occasional relief from 
their responsibilities would help. This compared to 
slightly less than half of all working caregivers (48.6%). 
This is understandable given their multiple responsibili- 
ties of caring for children, providing elder care and bal- 
ancing this with the demands of paid work. Nearly two 
in five reported that information on caregiving and long- 
term illness would assist in their caregiving responsibili- 
ties while almost one in four indicated that counselling 
would help. When looking at all caregivers, the propor- 
tions identifying the need for information as well as 
counselling are about the same. Proportionately more in 
the sandwich generation (46.1%) reported that flexible 
work or study arrangements would help ease their care- 
giving responsibilities compared to all caregivers (40.7%). 
More sandwich generation Canadians also reported the 
need for financial compensation as compared to all care- 
givers (37% versus 35.3%). This suggests that sandwich 
generation Canadians are somewhat more burdened than 
all caregivers and have a greater need for both time and 
financial relief. 


According to the 2002 GSS, informal 
caregivers in paid work, including 
those in the sandwich generation, 
incurred financial, social, and health 
consequences due to caregiving. 

The findings indicate that many 
individuals experienced employment, 
economic, and social pressures due 
to informal care. Proportionately 
more caregivers reported that time 


pressures as opposed to financial 
pressures were a concern. In fact, 
when asked what would help in 
their caregiving duties, caregivers 
reported that occasional relief from 
their responsibilities would be most 
helpful. For sandwich generation 
Canadians, however, both time and 
financial relief were more important. 


Compared to men, women caregivers 
experienced greater employment, 
economic, health, and social conse- 
quences. Slightly more prime-age 
workers also experienced greater con- 
sequences associated with caregiving 
compared to older workers approach- 
ing the traditional retirement years. 
With a majority of informal caregivers 
in paid work, work-life balance is an 
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Data Sources and Definitions 


Statistics Canada’s Cycle 16 of the 2002 GSS focused on aging and social 
support. The GSS collected information from nearly 25,000 adults aged 
45 years and over who live outside of institutions in the 10 provinces of 
Canada. Unless otherwise specified, all findings in the paper are from 
the GSS. 


The GSS focused on the themes of social support to seniors and retirement. 

Respondents were asked questions about help provided and received, with a 
focus on care received by the senior population, as well as questions related 
to transitions to retirement. 


Care receiver refers to seniors 65 years of age and over who received care 


for a long-term health problem or physical limitation from both formal and 
informal sources, in the previous 12 months. 


Caregiver refers to Canadians aged 45 years and over who provided care to 
one or more seniors with a long-term health problem or physical limitation, 
in the previous 12 months. 


Informal caregiver refers to family and friends providing unpaid care to 
seniors with a long-term health problem or physical limitation. 


The sandwich generation is defined as Canadians aged 45 to 64 years who 
have children under 18 years of age living at home, and provide care to one 
or more seniors with a long-term health problem or physical limitation. 
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issue of concern for many. Caregivers 
in paid work met their caregiving 
responsibilities, in some cases, by 
reducing the time spent in paid work 
and consequently incurring social, 
economic, and health costs. Despite 
this, caregivers reported that giving 
care strengthens relationships and 
enables them to give back what life 
has given them. 


Caregiving is a policy priority in 
Canada. To this end, social policies 
will need to consider the appropriate 
balance of supports to assist caregivers 
in paid work balance their work and 
life responsibilities. There are data lim- 
itations due to the coverage of care- 
givers 45 years and over only. The 
findings, nonetheless, provide perti- 
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nent information for policy develop- 
ment. Policies to assist caregivers will 
need to recognize the contribution of 
caregivers to the social fabric in the 
family, community, and society at 
large, and enable caregivers to con- 
tribute to the economy and society. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


Notes can be found at the end of this issue. 
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Introduction 


anadians are having fewer 

children and having them 

later in life than ever before. 
These fertility trends in Canada and in 
other industrialized countries reflect 
profound changes in society over the 
past 40 years. Issue 10 (May 2005) 
of Health Canada’s Health Policy 
Research Bulletin, “Changing Fertility 
Patterns: Trends and Implications” 
from which this article is adapted, 
examines the complex dynamics 
behind recent fertility trends, includ- 
ing transformations in family struc- 
ture, gender roles, and life transitions. 


Research on reproductive delay, 
commissioned by Health Canada, 
shows that the gap between the socio- 
economic status of older first-time par- 
ents and their younger counterparts 
has grown. While later childbearing 
presents certain health risks for moth- 
ers and infants, socio-economic status 
is a key determinant of health and 
must also be considered in the study 
of fertility trends. 


There is a need for discussion and 
debate on the implications of these 
findings, as well as the need for further 
research on factors that influence the 
childbearing decisions of both women 
and men. From a policy perspective, 
efforts might well focus on modifying 
the factors that contribute to these 
trends, and mitigating or eliminating 
the disadvantages arising from them. 
In pursuing debate on the potential 
for a population policy in Canada, 
this article puts forward several 
options to be explored. 


Major Trends 


Declining Fertility Rates 


Total fertility rates (TFRs) in Canada 
have been declining for over a century. 
Over the past four decades, Canada’s 
TFR declined from 3.94 in 1959 to 
1.50 in 2002, below the population 
replacement rate of 2.1 (Statistics 
Canada, 2004). 


Declining fertility rates are a global 
trend. Canada’s fertility rates fall 
between those of “low fertility” coun- 
tries, such as Ireland, and “very low 
fertility” countries, such as Italy, 
Greece, and Japan. 


Why Canada and many highly 
industrialized countries are “below 
replacement” is widely debated and 
of interest to policy makers, in part 
because of the economic and social 
implications of an aging society.3 
Low TFRs contrast with the expressed 
desires and expectations of many 
women and men in Canada to 
have two or more children (Dupuis, 
1998; Beaujot, 2004; Beaujot and 
Muhammad, 2004). 


Delayed First Birth for Women 
and Men 


On average, women and men in 
Canada have children later in life. 
Between 1976 and 2002, the average 
age of first-time mothers increased 
from 23.4 years to 27.7 years (Beaujot, 
2004), and the proportion of first-time 
mothers 30 years and older increased 
from 9 percent to 34 percent.4 The 
age-specific fertility rates of women 
aged 30 to 44 have increased since the 
late 1970s, while those for women 
under the age of 30, including teens, 
have declined. 
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FIGURE 1 
Maternal and Fetal Risks Associated with Reproduction at 
Older Ages 
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FIGURE 2 
Difference Between Average and Median Two-Parent Family 
Incomes, by Mother's Age at First Birth, Canada, 1971 and 1996* 
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*Data are based on two-parent families with the oldest being 0-5 years of age. Average and median 
two-family incomes are measured in constant 1998 dollars. 


Source: Statistics Canada, Vital Statistics, Statistics Canada Census data. 


The trend toward later parenting also 
applies to men, although to a lesser 
degree. For example, the median age 
of first-time fathers rose from 28.1 
years for those born between 1922 
and 1940, to 29.6 years for men born 
between 1941 and 1960, to 31.7 years 
for those born between 1961 and 
1980 (Ravanera and Rajulton, 2004a). 
Since women have traditionally been 
the primary subjects of reproductive 
research, clinical interventions and 
policies, the health and social impli- 
cations of later fatherhood have 
received only limited attention 

(Sipos et al., 2004). 


Other Delayed Transitions 


Delayed reproduction is associated 
with other late transitions for women 
and men, including late median age 
leaving the parental home, entering 
the work force, cohabiting or marrying 
for the first time. In addition, the 
“pathways to adulthood” vary with 
gender, socio-economic status, paid 
employment, and family circum- 
stances (Ravanera and Rajulton, 
2004a,b). 


Growing Disparities Among First-Time 
Parents: Health and Socio-Economic 
Impacts 


The trend toward delayed childbirth is 
associated with increased health risks 
for older mothers and their infants. 
Physical health risks for both are out- 
lined in Figure 1 (Senzilet et al., 2005). 
In addition, some studies have found 
that older mothers may have unique 
stressors arising from their perception 
of age-related risks to themselves and 
their babies, as well as their expecta- 
tions of motherhood, which may 
affect how easily they make the transi- 
tion to parenthood (Windridge and 
Berryman, 1999). These studies suggest 
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that this age group may experience the 
transition to parenthood differently 
than younger first-time mothers. Early 
detection of older first-time mothers 
with high expectations of themselves 
as mothers, lower satisfaction in par- 
enting, and inadequate social support 
systems would allow for appropriate 
interventions (Reece, 1993). 


While fewer in number, today’s 
younger parents have much lower 
levels of education, employment 
activity, and income than parents 
who have delayed childbirth. (See 
the accompanying text box.) The 
divergence in the incomes of younger 
and older parents over time is shown 
in Figure 2, which compares the 
average total family income (after 
transfers) of different parental age 
groups to the overall median income 
(Lochhead, 2005). (These data refer 
to two-parent families.) 


In 1971, the median income of two- 
parent families whose oldest child was 
under 6 years of age was $35,905 (in 
constant 1998 dollars), and the aver- 
age income of two-parent families in 
which the mother was under 25 was 
about $3,800 lower. On the other 
hand, the average income of families 
in which the mother was age 35 or 
older was $43,230, surpassing the 
overall median income level by just 
over $7,000. In short, compared to 
the median level, younger first-time 
parents in 1971 were not as well off 
financially as older first-time parents. 
Figure 2 also shows the extent to 
which the income gap has widened 
over time. By 1996, the median 
income of two-parent families whose 
oldest child was age 5 or under had 
increased to $50,976 (in constant 1998 


First-Time Parents: A Comparison 


Educational Attainment — In 1971, 61 percent of first-time mothers and 
fathers had less than a Grade 12 education. In 1996, only 21 percent of 
mothers and 23 percent of fathers had less than a Grade 12 education. 
Gains are also apparent at the post-secondary level. Between 1971 and 
1996, the percentage of first-time mothers with a university degree 
increased from 4 percent to 18 percent, and rose from 11 percent to 


20 percent among first-time fathers. 


Employment Activity — As a result of increased employment rates among 
mothers, the majority of couples today having their first child are dual 
earners (72 percent in 1996, compared with 44 percent in 1971). Many 
are employed on a full-time, full-year basis. 


Family Income - Measured in constant 1998 dollars, the average total 
family income (after transfers) of first-time parents increased by $14,400 
between 1970 and 1995 (from $36,600 to $51,000). 


dollars). In the same year, the average 
inflation-adjusted family income of 
young parents fell to slightly less than 
$30,000. Therefore, the average 
income of younger parents was 
$21,000 below the median, compared 
to the average income of older par- 
ents, which was $19,000 above the 
median. The question remains: Is this 
growing income disparity an impor- 
tant factor in determining health and 
social outcomes? 


Findings on the growing socio- 
economic disparity among first-time 
parents, however, must also be con- 
sidered in the context of research 
about the links between socio- 
economic factors and health. One of 
the best-known concepts in health 
analysis is the “gradient,” the widely 
known positive association between 
the socio-economic status (SES) and 
health status of a population. A sub- 
stantial body of literature illustrates 


that health differences exist through- 
out society, with every level in the 
social hierarchy experiencing better 
health outcomes than the level preced- 
ing it.S For this reason, the trend to 
reproduction at older ages — to the 
degree that it is accompanied by 
higher levels of income, education, 
and labour force participation — could 
be regarded as advantageous to both 
parents and children. Thus, a trend 
that can carry physical health disad- 
vantages may also carry social and 
economic advantages that, in turn, 
translate into benefits for healthy 
child development. 


Current research at the Manitoba 
Centre for Health Policy (MCHP) uses 
Manitoba longitudinal data to explore 
how children’s health outcomes and 
educational performance vary depend- 
ing on the age of the mother when 
she had her first child and whether 
the family received income assistance 
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Related Research: The Health and 
Educational Outcomes of Children 


in Manitoba 


Preliminary results from the Manitoba Centre for Health Policy Research 
show that the vast majority of infants in Winnipeg families whose mother 
was a teen when she had her first child had normal birth weights. However, 
during the first year after birth, the child had poorer health status (based on 
hospitalization rates) than a child whose mother was aged 20 to 24 when 
she had her first child. Similarly, children in the latter group had higher 
hospitalization rates than children whose mother was 25 or older. Looking 
at educational outcomes, children whose mothers were teens when they 
had their first child were also less likely to pass Grade 3 and Grade 12 
standardized tests on schedule than other children, and more likely to 

drop out or be behind in school by at least one year. 


Children in families receiving income assistance in 2001 typically had nor- 
mal birth weights, and yet a lower health status emerged for these children 
during the first year after birth. The relationship between socio-economic 
status and educational performance was also strong, with children in fami- 
lies receiving income assistance performing worse than other children, and 
performance increasing with each increase in socio-economic status. 


Families in which the mother was a teen when she had her first child were 
most likely to have received income assistance in 2001, even if that was up 
to 20 years after the birth of her first child. Furthermore, the research sug- 
gests that delaying childbearing until after the teenage years may not be 
enough to protect families from having low incomes. Women who had 
delayed childbearing until they were aged 20 to 24 were also more likely to 
receive income assistance in 2001 than women who delayed childbearing 
until 25 or older. It is not yet known. whether young motherhood is a risk 
factor for, or a symptom of, low income and researchers at MCHP are con- 


tinuing research in this area. 


that delaying childbearing until after 
the teenage years may not be enough 
to protect families from having low 
incomes.® Please refer to the accompa- 
nying text box for more information 
on this important research. 


It would be incorrect to assume a 
mechanistic relationship between the 
economic status of families and child 


research studies using the National 
Longitudinal Survey on Children and 
Youth (NLSCY) have demonstrated 
that income is only one of several fac- 
tors affecting child development and 
health. Other factors, such as parent- 
ing skills, do not necessarily vary with 
age, education, or income (McCain 
and Mustard, 1999). 


Results from the 1998 General Social 
Survey on Time Use indicate that 
nearly 50 percent of married mothers 
who are employed full time and have 
children under 5 years of age experi- 
ence severe time stress. The extent 

of time stress and its impact on the 
health of parents and children is not 
well understood, and it may be that 
time stress disproportionately affects 
older or younger parents. Additional 
research is needed on this issue in 
relation to the timing of childbirth, 
its impact on the health of parents 
and children, and its possible role as 
a factor contributing to families and 
children at risk. 


Why Should We Be 
Concerned? 


Roderic Beaujot has described the 

link between an aging population, 
delayed reproduction, and low fertility 
(Beaujot, 2005). These phenomena 
could well cause Canada to face seri- 
ous labour market challenges in about 
10 years which, if not offset through 
increased labour productivity, could 
lead to a decline in the rate of growth 
of real gross domestic product (GDP) 
(Fougère, 2005), a lower standard of 
living, and an insufficient tax base 
needed to sustain social programs, 
such as universal health care 

(Hogan, 2001). 


Also, as discussed earlier, a key popu- 
lation level impact of delayed repro- 
duction is increasing disparities 

in the educational and economic 
circumstances of “younger” and 
“older” first-time parents. Such 
economic disparities may portend 

a more stratified Canadian society, 
which could impact the overall 
health status gradient. 
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What Underlies the Problem? 


The First and Second Demographic 
Transitions 


Economic change was at the heart of 
the first demographic transition. The 
average fertility rate fell from 6.6 chil- 
dren per woman in 1851, when farm 
life was the norm in Canada, to 4.6 in 
1901, after people began moving to 
cities in search of economic opportu- 
nity. In 1921, after school attendance 
until the age of 16 had been made 
mandatory and child labour laws had 
been enacted, the fertility rate fell to 


3.5 children per woman (Milan, 2000). 


Clearly, children were losing their 
economic value to the family unit 
(Beaujot, 2004). 


The second transition began as 
women claimed a greater role in 
society and became less inclined 

to raise large families. Two factors 
contributing to this trend were the 
increasing opportunities for women 

to obtain higher education and then 
pursue careers, and the ever-increasing 
cost of raising and educating children 
(Ravenera and Rajulton, 2004b). 


Many of our social institutions and 
social policies have yet to catch up 
with the demographic transitions, 
since we have not had the “institu- 
tional transition” that is analogous 

to the introduction of a public educa- 
tion system. Such a transition could 
ensure that the apportionment of 

the costs of human capital formation 
between families and society at large 
aligns with our societal needs and 
aspirations, and is commensurate 
with the costs, and opportunity costs, 
of having children. 
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FIGURE 3 
Relationship Between Provincial Enployment Rates (ERs)*(2001) 
and Provincial Total Fertility Rates (TFRs) (2002) 


ER (%) 
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* The ER is the number of persons employed expressed as a percentage of the population aged 15 


and over. 


Source: Statistics Canada, Labour Force Survey (ER), and Vital Statistics (TFR). 


Stalled Life-Course Transitions 


Parental age at first childbirth is 
explained by the number and timing 
of a variety of life-course transitions. 
Between the two world wars, transi- 
tions to adulthood and parenthood — 
completing education, entering the 
work force, leaving home, establishing 
a union, and starting a family — were 
compressed into a relatively short 
period of time. Today, life-course tran- 
sitions may be more numerous, and 
trajectories (i.e., the order in which 
the life-course transitions occur) may 
be more varied, given increased educa- 
tional requirements and the trend 
toward entering and leaving multiple 
relationships before establishing long- 
term unions. Transitions may take 
longer, especially as regards the 
(normatively preferred) imperative to 
secure a good job prior to contemplat- 
ing a union. For women, higher edu- 


cation, career aspirations, and the all 
too frequent inability to achieve work- 
life balance further inhibit family for- 
mation (Tudiver, 2005). 


Women with a university degree have 
better labour market prospects and are 
not as likely as their less educated 
counterparts to have a child (Milligan, 
2004). The opportunity cost of having 
children is higher among university- 
educated Canadian women in couples, 
in that they work longer hours, work 
more weeks of the year, and earn more 
than their less-educated counterparts. 
For Canadian men, higher education 
delays fatherhood; however, after con- 
trolling other factors, higher income 
enables fatherhood as union forma- 
tion occurs sooner (Ravanera and 
Rajulton, 2004a). 


Figure 3 demonstrates an association 
between employment and fertility: by 
and large, babies are born where the 
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Case Study: Sweden 


In recent decades, Swedish fertility rates have fluctuated so much that 
demographers have compared its fertility trends to a roller coaster. The 
total fertility rate (TFR) was at its lowest (1.6) in the late 1970s. By 1985, 
the country was experiencing a baby boom, and by 1990 the TFR had 
exceeded replacement level (2.14 children per woman). By 1999, however, 
the TFR had fallen to 1.52, but by 2002 it had risen again to 1.65. 


Policies that embraced working mothers, secure incomes, and improved 


employment conditions (including universal publicly subsidized, high- 
quality child care), in combination with favourable economic conditions 
and low unemployment, succeeded in raising Sweden’s TFR in the 1980s. 
The reduction of some of these policies in the 1990s contributed to a 
sharp decline in TFR, and their subsequent partial restoration contributed 
to an increase. 


The key lesson from Sweden is that TFR is sensitive to the presence or 
absence of policies supportive of family formation, as well as to prevailing 


economic conditions. 


jobs are (Tudiver and Senzilet, 2005). It 
does not, however, explain why British 
Columbia’s fertility rate is almost as 
low as that of Newfoundland and 
Labrador, and it does not provide 
insight into which life-course transi- 
tions are delayed, and why. Consider- 
ing, though, that student debt levels 
are highest in Newfoundland and 
Labrador, and that mortgage debt is 
highest in British Columbia (Statistics 
Canada, 1999), it could be that debt 
and the unavailability of good jobs 
delay home leaving in the former, 
while housing costs might help 
explain why fatherhood is delayed 
most in the latter. While more 
research is needed to understand 
stalled transitions, it seems clear that 
the story will differ between regions. 


Housing costs, the pursuit of higher 
education, the servicing of student 
debt, experimenting with relationships 


prior to forming a union, and the 
unavailability of good jobs all help 
explain, to varying degrees, the delay 
in home leaving, arguably one of the 
most important transitions to adult- 
hood and independence. In 2001, 
41.1 percent of Canadians aged 20 to 
29 were still living with their parents, 
compared to 27.5 percent two decades 
earlier. In Europe, the average age at 
home leaving ranges from the mid-20s 
in Italy and Spain to 20 years in 
Sweden. It would appear that home 
leaving is facilitated in countries, such 
as Sweden, where there are greater 
social transfers to young people. 


The Economy and Earnings 


In 1971, only 44 percent of families 
had two incomes, but by 2000, 62 per- 
cent of families had two incomes 
(Vanier Institute, 2004). A study of 
Canadian couples between 1980 and 


2000 (where the man was between 
age 25 and 54) found that the average 
annual earnings of the men rose by 
two percent in constant dollars, while 
median annual earnings dropped by 
six percent (Morissette and Johnson, 
2004), suggesting that the majority 
of those men had declining annual 
earnings. Men aged 35 to 44 with a 
university degree who were married 
to women who also were university 
graduates benefited the most, while 
men in all age categories with no 
more than high school education 

lost significant financial ground. 


Increased labour force participation by 
female lone parents led them to some 
of the largest percentage gains in fam- 
ily earnings between 1989 and 2001 
(Sauvé, 2004) although some of these 
gains appear to have been lost in the 
following year (Sauve, 2005). 


What, if Anything, Can 
We Do? 


What can be done about the higher 
dependency ratios that the baby 
boom, increased life expectancy, and 
sub-replacement TFRs have generated? 
The possibilities include accepting the 
very real possibility of a lower standard 
of living (if higher productivity per 
worker does not compensate for a 
proportionately smaller work force), 
increasing economic immigration 
levels to replace workers who will 
retire during the coming decade, 
defering the transition to retirement, 
and implementing policies that 

seek to reverse the decline in TFR 
(Bongaarts, 2004). Pursuit of any or 
all of these scenarios would require 
debate on the merits of a population 
policy for Canada, to arrive at some 
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consensus on desired population size 
and strategies for achieving it. 


Quebec’s Allowance for Newborn 
Children (1988 to 1997) appears to 
have had greater influence on the 
occurrence of third births than on 
first births (Duclos et al., 2001). It 

is not clear, however, how much of 
Canada’s fertility decline can be attrib- 
uted to “missing” first births (i.e., 
women not having any children) 
versus “missing” third and higher 
order children. Sweden (see text box 
on the previous page) (Grant et al., 
2004) and France also found that 
incentives contributed to higher 
fertility, and it appears that the impact 
on parity was the same as in Quebec. 


In Canada overall, while the rates of 
second and third and higher births 
have remained largely unchanged over 
time, the rate of first births has been 
more volatile. By and large, the litera- 
ture is silent on the characteristics of 
childless families. More research is 
needed to study the extent to which 
infertility, as well as the various socio- 
economic characteristics of childless 
couples (including the extent to which 
people of reproductive age are either 
between relationships or in unstable 
ones), are factors that contribute to 
the “missing” first child. 


How Can We Do It? 


The evidence shows that no single 
measure can influence fertility, but 
that a suite of them used in combi- 
nation can (Caldwell et al., 2002). 
Policies and political cultures that 
favour social capital also appear to 
be favourable to the development of 


human capital. In pursuing debate on 
the merits of a population policy, the 
following options could be explored. 


Rethink targeting. It is perfectly rea- 
sonable to target income supports on 
the basis of economic need; however, 
not all needs are economic in nature. 
For example, early childhood develop- 
ment programs should be more widely 
available, because not all children 
who would stand to benefit from an 
enriched early childhood experience 
are found in low-income families 
(McCain and Mustard, 1999). Simi- 
larly, before Canada’s Baby Bonus 
Program evolved into the income- 
dependent Child Tax Benefit, it had 

a symbolic value, which likely tran- 
scended its economic value, in the 
sense that it acknowledged that Cana- 
dian society as a whole valued chil- 
dren and had a stake in them. 


Consider intergenerational equity 
issues. Helping young people through 
their important early life transitions 
and enabling them to become parents, 
if that is their wish, will require Cana- 
dian society to work out better ways of 
transferring resources to them. This, in 
turn, will require a longer period of 
post-reproductive productivity, which 
means that we should be thinking of 
later, rather than earlier, retirement 
from the labour force. In the 1980s, 
Canada showed that it was possible 

to deal with the high prevalence of 
poverty among seniors through greater 
intergenerational transfers; it ought 

to be equally possible to address the 
needs of younger Canadians. 


Promote work-life balance. The 
recent Canada-Quebec agreement to 


de-link parental leave benefits from 
Employment Insurance, in order for 
such leave to be accessible to those 
who are self-employed, is illustrative 
of the kind of program innovation 
that is needed. But change here is 

not entirely up to the public sector. 

As employers increasingly feel the 
labour market pressures brought on by 
the retirement of baby boomers, and 
as the recruitment and retention of 
younger workers becomes increasingly 
critical, there likely will be avid inter- 
est in the best practices of achieving 
work-life harmony. But, it will be 
important for the public and private 
sectors alike to be cognizant of Ran- 
son’s “deeper dilemma that anything 
done, in a structural or policy sense, to 
‘help’ women combine paid work and 
family responsibilities only entrenches 
the belief that children are women’s 
work” (Ranson, 1998). 


Enable life-course transitions. To 

the extent that home leaving in New- 
foundland and Labrador is due at least 
in part to student debt, and that later 
fatherhood in British Columbia is due 
at least in part to housing costs, the 
goal of facilitating life-course transi- 
tions may require a different strategic 
mix in different regions. Income- 
contingent repayment of student 
loans may be more critical in some 
regions than in others, although 
economic development and the cre- 
ation of real, sustainable employment 
opportunities may be the sine qua non 
for any increase in TFR in Canada’s 
less affluent regions. Affordable 
housing opportunities may be of 
greater importance in Vancouver or 
Toronto than elsewhere in Canada, 
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although the means to achieve this 
will need careful consideration, so 
as not to inadvertently increase 
housing prices. 


Conclusion 

The growing disparities among first- 
time parents described above may lead 
to a more stratified Canadian society, 
but increased stratification need not 
necessarily imply a steeper health 
status gradient. Inclusion and a 
commitment to relative fairness are 
hallmarks of countries where life 
expectancy and quality of life are 
higher (Marmot, 2004). 


The foregoing options are among 
those available, should Canadians 
favour having a population policy, 
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that favours measures to increase our 
fertility rates. These options also ought 
to favour a more inclusive Canadian 
society, by investing in all children, by 
accommodating the needs of young 
families in the workplace and by valu- 
ing young people and helping them 
through life transitions. This means 
that Canada will have an opportunity 
to build human and social capital 
simultaneously; this is a good thing, 
given the feelings of aimlessness and 
alienation among many of Canada’s 
youth today. They are, after all, our 
next generation of parents. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


Notes can be found at the end of this issue. 


Netherlands: Individual 
Life-Course Savings 
Scheme 


Beginning in early 2006, the Dutch gov- 
ernment introduced a voluntary life- 
course savings plan (/evensloopregeling). 
The main objective is to allow workers 
to strike a better balance between their 
time and income needs during the dif- 
ferent phases of life. Although this plan 
can be covered in collective bargaining 
agreements, individual employees are 
not obliged to participate. 


Under the plan, workers can save out 
of their gross wage, and taxation is 
deferred until the time when the saving 
is drawn down. The money in the sav- 
ings account can be used for various 
forms of unpaid leave, such as caring 
for children or ill parents, schooling, 

a sabbatical or early retirement. The 
maximum amount that can be saved 
is 210 percent of the latest annual 
gross wage. 


Source: OECD, 2005. 
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n thinking about the Canadian 

welfare state, about past accom- 

plishments and future challenges, 
I would like to begin by borrowing a 
few pages from the work of Amartya 
Sen, the 1998 Nobel laureate in 
economics. Sen’s thinking is neatly 
summarized in his popular book 
Development as Freedom, which in the 
first instance is directed to issues in 
development economics, but has 
broader implications and lessons for 
social policy in rich as well as less rich 
countries. 


Sen argues that the major goal and the 
major means of development should 
be freedom. Society should offer its 
citizens the freedom to lead the lives 
they choose to value. 


This idea has in fact been an impor- 
tant undercurrent in the development 
of the Canadian welfare state, from its 
earliest days in the post Second World 
War era. Then, the emphasis was on 
the importance of full employment 
and the need for economic security 
for those excluded from jobs because 
of business cycle recessions, sickness, 
or the physical limitations of old 

age. But from the start there has also 
been an emphasis on active measures 
involving investments in human capi- 
tal. First through more and more years 
of compulsory schooling; then to the 
broadening of access to higher educa- 
tion; and more recently to early child- 
hood development. 


Sen’s thinking asks policy makers to 
focus on the capabilities of citizens 
and to remove barriers to full partici- 
pation in society, thereby allowing 
them to make use of their talents 
and develop their full potential. 

He frequently cites the quest for 


freedom from poverty, adequate 
health care, and education as exam- 
ples of specific social policies afford- 
ing citizens these capabilities. 


I choose this as my starting point to 
draw what I think is an obvious link, 
though one not directly made by Sen 
or others, to the circumstances of chil- 
dren. There is in the case of this partic- 
ular group, a connection between on 
the one hand freedoms and capabili- 
ties, and on the other hand direct 
measures of these concepts as well 

as policy levers. Freedom means that 
children can become all that they can 
be. In some large sense, this means 
that they are free to realize their full 
potential, and that their outcomes in 
life are not tied to their family back- 
grounds. In other words, for children 
this means equality of opportunity. 


As an economist, I am inclined to 
think about these issues in terms of 
labour market outcomes, though 
obviously the issues are broader than 
just earnings and incomes. Canadians 
often pride themselves in having a 
society that is not subject to the 
extreme inequalities that are some- 
times seen as characterizing our neigh- 
bour to the south. But in this essay, 

I will ask you to think not just about 
inequalities in the here and now, but 
also about how these inequalities play 
Out across generations. 


There is a sense in which a high 

level of income inequality need not 
necessarily reflect, in Sen’s words, an 
“unfreedom” and would in fact be tol- 
erated by even the poorest in society. 
This would be the case if there were 
flux and mobility across the genera- 
tions; if, in spite of current circum- 
stances, the children of the poor 
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FIGURE 1 


The percentage increase in sons’ adult earnings for every percentage 


point increase in fathers’ earnings varies by a factor of more than 


two across the rich countries 
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Source: Miles Corak, “Do Poor Children Become Poor Adults? Lessons for Public Policy from a 
Cross Country Comparison of Generational Earnings Mobility,” 2004. 


were as likely to grow up to be high- 
income adults as the children of the 
rich. Similarly, the same high level of 
inequality in the here and now may 
have very different implications for 
social cohesion and individual welfare 
when there is very little generational 
income mobility. 


Indeed, historically, the possibility 
that life will be better for their 
children is the promise that North 
American societies have held out to 
many immigrants and that makes 
the great difficulties of leaving their 
home country and settling in a new 
land tolerable. 


At first glance, Canadians have a good 


deal to celebrate when it comes to 
intergenerational mobility, especially 
when it is compared with those of 
other countries. One direct measure 
of generational income mobility is 
the strength of the link between an 
adult individual’s earnings and his or 
her parents’ earnings when they were 
raising their family. This tie will deter- 
mine the income advantage, relative 
to the average family, that higher 
income parents pass on to their chil- 
dren. Or for that matter the income 
disadvantage that lower income 
parents pass on. 


The percentage increase in a child’s 
adult income for every percentage 
point increase in his or her parental 


income is presented in figure 1 for 

a number of OECD countries. The 
higher this statistic, the lower the 
degree of generational mobility. These 
findings suggest, that first, there is a 
good deal of variation across the rich 
countries — by at least a factor of two — 
in the degree to which an earnings 
advantage is passed to children. Sec- 
ond, in no country is the inherited 
parental advantage much lower than 
one-fifth. 


The United States, the United King- 
dom, and to a slightly lesser extent 
France stand out as being the least 
generationally mobile societies, with 
every 10 percent increase in parental 
income implying that the grown-up 
child income will be 4-5 percent 
higher. At the other extreme are 
Denmark, Norway, Finland, and 
Canada where the relationship is 
more than half as weak. 


For example, in Canada during the 
late 1970s, the market income of fami- 
lies in the top fifth of the income dis- 
tribution was about 23/4 times as great 
as those in the bottom fifth. The 0.19 
statistic in Figure 1 implies that the 
adult income of someone born to a 
family at the top would be about 20% 
higher than someone born to a family 
at the bottom. With a value in the 
order of the US or the UK this income 
advantage would have been 66%. 


But what exactly does this statistic 
mean? The information in Figure 1 is 
purely descriptive and on its own tells 
us nothing about the reasons for the 
degree of generational mobility or for 
the differences among countries. Effec- 
tive policy intervention requires not 
just an awareness of raw correlations, 
but also an understanding of causal 
processes. I would like to focus on two 
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of several mechanisms that underpin 
these generational mobility figures and 
that open up distinct opportunities for 
the conduct of public policy. The first 
has to do with how labour markets 
work, and the second with the relative 
benefits of public policy. 


More labour market inequality implies 
less generational mobility. One impor- 
tant determinant of the degree of 
earnings inequality is the return to 
higher education. Figure 2 shows that 
a higher return to university education 
is associated with tighter links between 
father and son outcomes. The figure 
presents a scatter plot between the 
estimates of generational income 
mobility from Figure 1, and the private 
rate of return to university education 
(relative to secondary education). For 
these countries there is a clear positive 
relationship. The three countries with 
rates of return higher than 10 percent 
— the United States at 18.9 percent, the 
United Kingdom at 18.1 percent, and 
France at 13.3 percent — are the coun- 
tries with the least generational earn- 
ings mobility. 


There are a number of possible expla- 
nations for this pattern, but it may 

be that countries with higher rates of 
return also have very different struc- 
tures and policies in place in terms of 
access to higher education, since one 
of the reasons for an elevated rate of 
return is the presence of restrictions 

in the supply of university graduates. 
In this sense it may also be that a 
higher rate of return reflects inequality 
of opportunity. And, further, higher 
rates of return do change the incentive 
for parents, leading those who value 
education most to invest even more 
in their children. This explanation 
focuses on the structure of rewards 


FIGURE 2 


Generational Earnings Mobility is Lower the Higher the Return to 


University Education 
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Source: Miles Corak, “Do Poor Children Become Poor Adults? Lessons for Public Policy from a 
Cross Country Comparison of Generational Earnings Mobility,” 2004 and OECD, Education at 


a Glance, 2003. 


and private investments in children, 
but it also raises the question of differ- 
ences in opportunity, i.e., the extent to 
which children from higher income 
families are more likely to capitalize 
on the rewards available to higher edu- 
cation. Thus, the second factor likely 
to explain cross country differences in 
generational mobility has to do with 
the opportunities children are afforded 
and the nature of public investment in 
them. 


Increases in “progressive” investments 
— those of relatively more benefit to 
the less well off — will loosen the link 
between parent and child outcomes. 
Traditionally, this was seen as an 
important aspect of public schooling. 
Societies differ a good deal in their lev- 


els of public spending on education. 
This is illustrated in Figure 3, which 
plots the information from Figure 1 
against the education expenditure 
per student. 


More spending per student is generally 
associated with more generational 
mobility. However, the relationship 
between public spending on educa- 
tion and the degree of generational 
mobility is not as simple as that. For 
instance, the United States is a clear 
outlier, with the highest levels of 
public spending but also one of the 
strongest ties between fathers’ and 
children’s earnings. On the other 
hand, the United Kingdom and 
Finland both spend relatively low 
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FIGURE 3 


Both the Level and Structure of Expenditure on Education 
Determine the Degree of Generational Mobility in Earnings 
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and similar amounts per student 

but are characterized by very different 
degrees of generational mobility. The 
important point we get from these 
results is that not only the overall 
level of public spending on education 
matters, but also how the money is 
spent. In other words, the way educa- 
tion systems are structured and how 
the cognitive capacities of children 
are developed to allow them to take 
advantage of whatever opportunities 
are made available is important. 


The best way to understand these 
patterns is to recognize the extent to 
which public investments are of rela- 
tively more benefit to the disadvan- 


taged. One possible measure of this is 
how tightly related the abilities and 
skills of children are to the educational 
levels of their parents. For example, 
if literacy and numeracy skills in 
adulthood are strongly correlated 
with parental educational levels, this 
suggests that spending on education 
has done little to level out relative 
advantages and disadvantages that 
are based in the home and possibly 
that public investments have not 
been terribly “progressive.” 


This information is available for seven 
of the countries under study, and the 
relationship with generational earn- 
ings mobility is illustrated in Figure 4. 


In the countries under study there is 

a very strong positive relationship 
between generational earnings 
mobility and the gradient between 
the numeracy/literacy skills of adult 
children and the educational levels of 
their parents, with Germany being the 
only significant outlier. 


This pattern reflects the inequality of 
private and public investment in chil- 
dren. If the degree of income inequal- 
ity is higher in one country than 
another it might be reasonable to 
expect that not only will the rewards 
of a given level of investment be 
higher, but also that the level and 
distribution of investment in chil- 
dren will be different. A country 

with more income inequality might 
also have more inequality in the 
investment that rich and poor 
parents can make in their children, 
and hence a lower degree of genera- 
tional income mobility. 


But the extent to which this is so will 
also depend upon the degree to which 
children from less advantaged back- 
grounds disproportionately benefit 
from public programs. Under certain 
circumstances universal government 
programs can reduce the investment 
gap between rich and poor children. 
If the first dollar of investment creates 
the greatest increase in the well-being 
of the child, then when government 
invests equally in all children, poor 
children are likely to gain more than 
affluent children. The information in 
Figure 4, for example, suggests that 
the UK and the US get relatively little 
punch in terms of higher generational 
mobility for every dollar spent on edu- 
cation because the structure of their 
educational systems reinforces the 
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relative advantages and disadvantages 
children get from their home environ- 
ment rather than leveling them out. 
Figure 4 suggests that Canada stands 
at the other extreme with countries 
like Denmark and Norway. Indeed, 
the great promise of government 
investment in the expansion of uni- 
versal education and increased access 
to higher education during the post- 
war period was that it would give chil- 
dren from relatively disadvantaged 
backgrounds an extra push and put 
them on a par with their fellow stu- 
dents. Figure 4 suggests that there are 
still very large differences in the extent 
to which this has been done in the 
welfare states of the rich countries, 
and as such offers an important hint 
as to why countries differ in the 
degree to which economic advantage 
is passed on between parent and child. 


In sum, the generational mobility of 
earnings in Canada is higher than 
other rich countries because first, 
labour market inequalities and the 
returns to education are relatively 
lower, and second, the mix of public 
and private investments in children 
has been relatively progressive. But 
this story reflects the situation of the 
last 30 years or so, a generation that 
was born in the 1960s, came of age 
and went to high school and univer- 
sity in the 1970s and 1980s, and 
found its place in the labour market 
of the 1990s. It cannot be uncritically 
transposed to today’s newborns and 
elementary school children, who will 
be attending the colleges and universi- 
ties of the 2020s and working in the 
labour market of the 2030s. 
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FIGURE 4 

Generational Earnings Mobility is Lower the Stronger the Gradient 
Between Children's Cognitive Abilities and Their Parents’ Education 
Level 
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The future holds two challenges. The 
first has to do with access to educa- 
tion. A climate of higher tuition fees is 
on the horizon, and if the experience 
of the 1990s and the recently released 
Rae Review of post-secondary educa- 
tion in Ontario are any indication, 
we may also witness more decentral- 
ization in the way fees are set in the 
short run. Fees on average will likely 
continue to rise, but they will also 
vary a good deal more, perhaps 
between provinces, but also between 
institutions and fields of study. Thus, 
a much more differentiated post- 
secondary system is in the offing. 


In this context there is a growing con- 
cern about access to university educa- 
tion. And while there may be a need 


sideration of the structure of support 
to students, particularly to those from 
low-income backgrounds, the issues 
of access are more than just financial. 


Access to higher education is often 
discussed in very broad terms, i.e., 
whether students are more or less 
likely to attend university according 
to their family income. In the coming 
years the significance of access to 
higher education may be more nar- 
rowly framed to refer to access to 


for more public funding and for recon- 
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FIGURE 5 


Recent Immigrants Living in Low Income Families, 1980, 1990, 


and 2000 
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particular institutions or fields of 
study. Generational mobility will also 
be influenced by the nature of univer- 
sities’ student selection criteria. 


If children from higher income fami- 
lies are more likely to have the skills 
to gain admittance to those areas most 
highly rewarded in the labour market, 
a rise in admission standards and the 
development of other selection criteria 
may lead to stronger links between 
family background and post-secondary 
participation in particular institutions 
or fields of study. In this sense it 

is important for policy-makers to 
understand the non-financial barriers 
to accessing higher education, par- 
ticularly circumstances earlier in 

the lives of young people that help 
them continue their education after 
high school. 
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This is why concerns about gener- 
ational mobility may lead policy- 
makers to focus increasingly on the 
family, particularly on its role in the 
development of children’s’ cognitive 
abilities. Cognitive and social skills are 
an important determinant of long-run 
earnings; they are only loosely corre- 
lated with educational attainment; 
and cognitive performance is more 
closely related to the “cultural capital,” 
or to put it more broadly, the “parent- 
ing style” of the family, than it is to 
its material wealth. In fact, the kinds 
of parental investments that are deci- 
sive are not the monetary kind. The 
inheritance of education, occupation 
and income is influenced in the first 
instance by the impact parents have 
on a child’s cognitive performance, 
and as Figure 4 illustrates, societies 


leveling the playing field with respect 
to these circumstances have had the 
most success in promoting genera- 
tional mobility. 


This is also why in Canada over one- 
third of children from low income 
backgrounds grow up to be low 
income adults, in spite of the loose 
overall tie between the incomes of 
children and parents. On average, 
Canadian society is very mobile across 
the generations, but a significant pro- 
portion of children fall through the 
cracks in this fabric. 


Early childhood initiatives may play 
an important role in determining 
the degree of generational mobility. 
If this is the case, social policy may 
increasingly be called upon to 
equalize the impact families have 

on children’s skills, beliefs, and 
motivation. The impact of early 
childhood initiatives on generational 
mobility will depend upon the extent 
to which they prove to be effective 
and of relatively more benefit to 
children in disadvantaged families. 


The second major challenge to 
generational mobility has to do 
with immigration. 


The face of immigration has changed, 
and the experiences of the past are lit- 
tle guide for the future. In the 1960s, 
75 percent of immigrants to Canada 
were from Europe and the US; during 
the 1970s this fell to 40 percent, and 
by the 1990s it was only 20 percent. 
More than 6 in 10 recent immigrants 
to Canada now arrive from countries 
in the Middle East and Asia, double 
the proportion during the 1970s. 
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While it should be noted that on aver- 
age immigrants are more educated 
than the Canadian-born population, 
their command of English or French 
is at the same time not as high. This 
changing structure of immigration, 
along with the much changed eco- 
nomic climate that has put a higher 
premium on literacy than was the 
case in the past, has led to a marked 
decline in immigrants’ economic 
assimilation. In the early 1970s recent 
immigrants earned about 10 percent 
less than their Canadian-born counter- 
parts, in the early 1980s it was about 
30 percent, but in the early 1990s it 
was 60 percent, and it improved only 
slightly in the later part of the 1990s. 


This situation has led to a marked 
increase in the percentage of immi- 
grant families with low incomes, as 
illustrated in Figure 5. Between 1980 
and 2000 this percentage fell slightly 
among Canadian-born families from 
17 to 14 percent, but among recent 
immigrants it rose from 25 percent to 
just over 35 percent. Over one-third 
of recent immigrant families have 
low incomes. 


In short, the ability of immigrant fam- 
ilies to give their children the best pos- 
sible start in life has worsened. This 
raises concerns for future generational 
mobility. However, the bright spot in 
this picture is the speed with which 
young children are able to adjust in 
the context of the Canadian elemen- 
tary school system. The situation of 
children born to immigrant parents 
whose mother tongue is neither Eng- 
lish nor French is the most remarkable 
in this respect. At the age of 4 and S, 
when they start kindergarten, these 


children score 20 to 30 percent lower 
on a battery of reading, writing and 
math tests than their classmates, but 
by the age of 10 and 11, when they 
are ready to leave elementary school, 
their outcomes are no different and 
indeed in some cases exceed those of 
children whose parents are Canadian 
born and whose mother tongue is 
either English or French. 


If we are to maintain the high degree 
of mobility experienced by previous 
generations, we must ensure that this 
performance is sustained over the 
coming decades and that it continues 
through high school. 


Equality of opportunity implies that 
inequities of outcome are indefensible 
when they are due to differential cir- 
cumstances, but societies and parents 
influence their children through a 
hierarchy of circumstances. If we are 
to understand what equality of oppor- 
tunity means and how it can be influ- 
enced, we have to know what these 
circumstances are. We can imagine 
parents giving their children an advan- 
tage through social connections and 
financial support that facilitate access 
to education and jobs; family invest- 
ments that influence skills; and finally 
aspects of family culture that influence 
beliefs and motivation. 


These are the successively broader 
fields, each corresponding to a succes- 
sively broader definition of equality of 
opportunity, that policy makers could 
seek to level. Equating equality of 
opportunity with complete genera- 
tional mobility, with no statistical tie 
between parent and child earnings, 
implies that not only should the influ- 
ence of social connections and invest- 


ment be equalized, but so should the 
influence of family culture. In the 
words of the Yale political philosopher 
John Roemer, this is “a view that only 
a fraction of those who consider the 
issue would, upon reflection, endorse.” 


This is a cautionary note: to eliminate 
entirely the income advantage that is 
passed from parents to children would 
require a degree of intervention into 
the lives of children and families that 
the majority in most societies would 
find untenable. The degree to which 
the parental income advantage passed 
on to children is consistent with 
equality of opportunity is not self- 
apparent. It requires a redefinition 

of the circumstances acceptable as 
sources of labour market success, an 
understanding of the effectiveness of 
policy interventions, and a recognition 
of the trade-offs between the gains in 
eliminating them and the losses in 
terms of other measures of welfare. 


What is clear is that the postwar 
agenda of offering increased access 

to higher and higher levels of school- 
ing seems to have reached its limit. 

If Canadian society wishes to continue 
to promote equality of opportunity, 
then we need to invest more in chil- 
dren earlier in their lives to ensure 
that they have the skills and the 
opportunities to succeed in the 
labour market. This shift in direction 
may involve a conception of equality 
of opportunity that has different 
degrees of support among Canadians, 
because it requires that public policy 
influences the impact that families 
have on their children’s skills, beliefs 
and motivation. 
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In this sense, whether the Canadian 
welfare state is able to offer effective 
programs of relatively more benefit 

to the least advantaged, in the context 
of a growing diversity, is the major 
challenge determining if the next 
generation will enjoy the same degree 
of opportunity, or to use Sen’s word — 
freedom — as the last generation. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


Pouicy RESEARCH INITIATIVE 


The Emergence of Cross- 
Border Regions: Interim 
Report 


The Canada-US Free Trade Agreement 
(FTA) and the North American Free 
Trade Agreement (NAFTA) opened a 
new era in Canada-US relations, not 
only in the area of economic relations 
but, more generally in the ways the 
two countries interact. The economic 
consequences have been extensive and 
largely positive, but another manifesta- 
tion of their new relationship has been 
the growing extent of links of various 
kinds between the two countries — 
especially between adjacent and nearby 
areas along the border. 


The PRI project on North American 
linkages has been studying the emer- 
gence of cross-border regions and the 


implications for the Government of 
Canada in terms of foreign, economic, 
and regional development policies. 


The PRI is releasing project findings 
to-date in the Interim Report on the 
Emergence of Cross-Border Regions, as 
well as a working paper on a leadership 
survey on Canada-US Cross-Border 
Regions. A briefing note that provides 
an executive summary of these reports 
is also available. 
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This article provides a brief look at how Canadian families have changed 
over the last few decades. Three dimensions are examined: union forma- 
tion, the number and timing of children, and employment behaviour. 


This report uses data and projections from the LifePaths model! designed 
and maintained by Statistics Canada. LifePaths is a dynamic, longitudinal 


microsimulation model of individuals and families. Using behavioural equa- 
tions estimated from a variety of historical micro-data sources, LifePaths cre- 
ates life histories from birth to death that are representative of the history of 
Canada’s population. The model simulates the entire lives of these synthetic 
individuals and allows us to examine both past and future trends. 


Union Formation 


nion formation has changed 

dramatically in Canada; the 

fact that this section is titled 
“union formation” instead of “mar- 
riage” is indicative. Surprisingly, one 
factor that has remained almost com- 
pletely unchanged is the fraction of 
the population in a union. While a 
constant fraction of 60 percent of the 
population? has been involved in a 
union at any given time over the past 
35 years, the nature of those unions 
has varied dramatically, with the 
fraction of married individuals falling 
from 60 percent of the population 
to 49 percent while the number of 
individuals in common law unions 
following an opposite trend rising 
from one percent to 11 percent of 
the population. 


The fraction of married individuals 

is largely a historical artifact. In 
terms of new union formations, 

the trend toward common-law 
unions is far more pronounced. In 
1970, there were about five marriages 
for each common-law union forma- 
tion, by 1987 the ratio was one to 


one, and now, in 2005, there are two 
common-law union formations for 
each marriage. 


This trend toward common-law union 
formations is accompanied by a trend 
toward a greater number of lifetime 
union formations in general. Whereas 
individuals from birth cohorts prior 
to 1930 could expect to form one 
lifetime union, more recent cohorts 
can expect to form significantly more 
unions, reaching almost two per 
individual on average for the 1975 
birth cohort. 


Finally, the timing of union formation 
is changing dramatically. Each genera- 
tion after the 1945 birth cohort is 
waiting later in life to form the first 
union. One possible explanation for 
this is the theory that women post- 
pone union formation until education 
is completed and their career is estab- 
lished. However, both sexes have seen 
similar increases in their age at first 
union formation so women alone do 
not explain this trend. An interesting 
fact is that the timing of first union 
formation fell dramatically for birth 
cohorts between 1900 and 1935 and, 
despite recent increases, individuals 
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FIGURE 1 still enter their first union at younger 


Fraction of Population by Marital Status ages than individuals born in the 
early 1900s. 


Number and Timing of 
Children 


A second key family dynamic is the 
timing and number of children born 
to Canadian women. The baby boom, 
the large cohort of individuals born in 
the 20 years following World War II, is 
a well-known fact, though the driving 
forces behind it are not always well 
understood. Figure 5 depicts the two 
key forces that combined to create the 
relatively large size of the baby boom 
Calendar Year cohort. First, there was a sharp rise in 
—%— Married or CLU  —# Married  —#— CLU fertility for women born between 1915 
and 1930 causing a large number of 
babies to be born between 1945 and 
FIGURE 2 1965. But more important, there was a 
Union Formations per 1,000 Canadians steep decline in fertility for subsequent 
cohorts causing it to fall well below 
the baby boom level, as well as the 


1970 1975 1980 1985 1990 1995 2000 2005 


a historic level of fertility in Canada. 
20 Many factors are undoubtedly respon- 
sible for the rise and subsequent 
ie decline in fertility, but one issue is 
the timing of the birth of children. 
4 Age of the mother at first birth is an 
: important indicator of lifetime fertility. 
Figure 6 shows the average age of 
0 women at the time of the first birth by 
1970 1975 1980 1985 1990 1995 2000 2005 birth cohort. Not surprisingly, during 


Calendat Year the period of rising fertility, the age at 
first birth declined and during the sub- 
sequent period of falling fertility, age 
at first birth rose significantly. The fact 
that individuals wait so much later in 


—4— Marriages —-#— Common-Law Union Formations 


life to begin families is also an impor- 
tant factor to consider when thinking 
about the life courses of individuals 
and the changing life experiences of 
both the parents and their children 
due to delayed fertility. 
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Employment Behaviour 


A final aspect of the changing nature 
of the family is the labour market 
behaviour of families. Figure 7 shows 
a dramatic change in this relationship. 
Whereas the one-earner family used 
to be the predominant structure, 
two-earner families are now twice as 
common as one-earner families. Fur- 
thermore, these trends have been 
strong and constant over the last 

35 years and show no signs of slowing 
down. This has significant implica- 
tions for work at home. If historically, 
one individual did not enter paid 
employment and instead focused on 
work at home, how is that work being 
performed with two individuals in the 
paid labour force? Are individuals per- 
forming this work on top of their paid 
employment, or is there some substi- 
tution taking place with paid services 
being increasingly used to perform the 
domestic tasks that used to be the 
responsibility of the non-employed 
spouse? 


Conclusion 


Canadian families have changed dra- 
matically. There has been an evolution 
in the nature of union formations, 

the timing and number of children, 
and the labour market participation 
by family members. Overall, there 
seems to be later and less attachment 
to “family” life and greater commit- 
ment to the labour force. How does 
this new dynamic alter the experiences 
of Canadian families? Is there a need 
for a changing relationship between 
governments and families? Are these 
trends driven by personal choice or 
economic necessity? This article 


FIGURE 3 


Average Number of Lifetime Union Formations 
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FIGURE 4 
Average Age at First Union Formation 
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FIGURE 5 
Average Lifetime Number of Children per Woman 
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FIGURE 6 


Average Age at First Birth (Mothers) 
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FIGURE 7 


Fraction of Population by Economic Family Type 
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sought to provide an evidence base to 
help formulate these questions and 
provide a platform for future research. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


Notes can be found at the end of this issue. 


ss SAAR a TR ONAN RNID OPE ae TLR BS NR Se 


PoLicy RESEARCH INITIATIVE 


HORIZONS VoLuME 8 NUMBER 3 


RESEARCH BRIEF 


Lifetime 
Labour Force 
Transitions 


Jeff Carr 
Policy Research Initiative 
Government of Canada 


Jeff Carr 

is a policy research officer 

with the Government of Canada’s 
Policy Research Initiative. 


HORIZONS VoLuME 8 NUMBER 3 


his article outlines the results of 

a LifePaths simulation on indi- 

vidual labour force transitions. 
The goal is to examine the typical 
employment life courses of individu- 
als, how they evolved over time, and 
how they vary among groups. 


There are three possible employment 
states in the LifePaths model, paid 
employment (PE), self-employment 
(SE), and not employed (NE). 
Throughout life, an individual will 
move between these states numerous 
times. There are seven possible tran- 
sitions that could occur between 
these states,! but the vast majority 
of changes are either into or out 

of employment. As a result, this 
article focuses on the number of 
transitions from employment to 
non-employment. 


The reasons behind the transitions 
are not explored here. For example, 
a transition from paid employment 
to not employed would be registered 


FIGURE 1 


if an individual quit his or her job, 
was fired, took maternity leave, left 
the labour force briefly before moving 
to another job, or retired. As a result, 
it is somewhat difficult to say that a 
given transition is “good” or “bad.” 
However, the number of transitions 
experienced over an individual’s life, 
with more transitions indicating less 
stability, can measure the stability 

of work life. In general, decreased 
stability is not likely to be the prefer- 
ence of most individuals. 


The transition data are divided into 
four key dimensions for analysis. 

Birth cohort is the first dimension 

and allows the examination of how 
the employment life course has 
changed over generations. The other 
three dimensions (sex, education level, 
and parental status) allow us to exam- 
ine how employment histories may 
vary by group. 


Lifetime Transitions From Employment to Non-employment 


(1975 birth cohort) 
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FIGURE 2 
Lifetime Transitions From Employment to Non-employment, 
by Gender Standardized* 
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*Standardized by multiplying the number of transitions per year worked per individual within 
each birth cohort by a standard 35-year working life to offset the impact of rising labour force 
participation. 


FIGURE 3 
Lifetime Transitions From Employment to Non-employment, by 
Parental Status Standardized* 
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* Standardized by multiplying the number of transitions per year worked per individual within 
each birth cohort by a standard 35-year working life to offset the impact of rising labour force 
participation. 


Descriptive Results for a 
Single Cohort 


Figure 1 shows the differences in 
transitions between different groups 
of people. The figure depicts data 
from the 1975 birth cohort. An 
examination of trends over time 
will follow. 


Clearly, the labour force experiences 
of individuals divided by these three 
dimensions are different. First, women 
face more labour force transitions than 
men, approximately one more over 
the course of a lifetime. A number of 
possibilities could explain this trend, 
the most obvious being labour force 
exits due to childbirth. However, other 
forces could be at play, such as the 
nature of jobs women are employed 
in, the traditional role of men as the 
primary breadwinners forcing women 
to adapt their labour patterns to those 
of their husbands, or other characteris- 
tics that vary between the sexes, such 
as education level. 


Parents face more labour force transi- 
tions than individuals who never have 
children. This is not surprising since 
women typically exit the labour force 
when they have children, at least for 

a short while. 


While the male-female differential 
and the parent-non-parent differen- 
tials are interesting, they are dwarfed 
by the size of variation by education 
level. Clearly, the less educated an 
individual is, the more turbulent 
their labour market experience is 
expected to be, with primary educated 
individuals experiencing double the 
number of transitions of individuals 
with university degrees. The real drop 
off in number of lifetime transitions 
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appears to occur when an individual FIGURE 4 


at least graduates from high school, Lifetime Transitions From Employment to Non-employment, 
halving the number of transitions by Educational Attainment Standardized* 
faced if only some high school were 
completed. 50 
45 
Variance Across Cohorts 2 40 
The above discussion focuses on a sin- £ 35 
gle cohort: those individuals born in c 30 
1975. This cohort may not necessarily ENS 
reflect the experiences across genera- = 2 
tions. Figures 2 to 4 depicts the Re 
evolution of labour force transitions ap 
of individuals across birth cohorts. 2 
These show how work experiences 8 
have varied over time. 1900 1910 1920 1930 1940 1950 1960 1970 
Overall, there is a mild upward trend Birth Cohort 
in the number of lifetime transitions. —+—Primary —#-Some HS —HS graduate BA+ 
There is a strong upward trend in tran- 
sitions per person-year employed for * Standardized by multiplying the number of transitions per year worked per individual within 
women born between 1905 and 1930 each birth cohort by a standard 35-year working life to offset the impact of rising labour force 
participation. 


and a strong downward trend over the 
1940 to 1975 birth cohorts. The cause 
of this trend is uncertain, but it could 
reflect the increasing integration of 
women into the work force. Perhaps 
initially, the increasing integration 


ent education levels, as well as the fact Multivariate Results 
that employment stability diverges 
between the groups. Most of this 
divergence appears to have occurred 
by the 1950 cohort with the relative 
gap remaining unchanged since then. 


The above analysis provides an inter- 
esting description of the differences 

in employment transition experiences. 
offered unstable jobs or women had However, this type of analysis suffers 
loose attachment to their job but, as from the weakness that it cannot iso- 
time passed, the employment situation late the impact of any one factor from 
of women improved. 


A similar gentle upward trend can be 
seen in the impact of parental status 
over time. The relative lack of varia- 
tion in the impact of parental status 

is somewhat surprising due to the fact 
that there were such large fertility vari- 
ations between the generations. 17 17 


FIGURE 5 
Lifetime Transitions From Employment to Non-employment, (1975 
birth cohort) 


Once again, educational attainment 
proves to be the most interesting 
dimension to examine. Figure 4 shows 
the large gaps that exist between the 


experiences of individuals with differ- Parent Non-Parent Parent Non-Parent 
MEN WOMEN 
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FIGURE 6 


Lifetime Transitions (1975 birth cohort) 
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the impact of other factors on transi- 
tions. For example, if more parents in 
the 1945 birth cohort had only a pri- 
mary level of education, it would be 
impossible to say if the gap in parental 
transitions was due to parental status 
or education status since both factors 
would apply simultaneously. 


Most interesting is the differing 

effects of parental status by gender. 
Overall, being a parent is expected 

to increase the number of lifetime 
transitions by one; however, when 
you decompose this into, male and 
female parents a very interesting trend 
arises. Being a parent does not alter 
the number of transitions for men. On 
the other hand, female parents experi- 
ence two more transitions than their 
childless counterparts. 


A second interesting result is the 
differential impact of education on 
employment transitions by gender. 
While men follow a smooth trend 
toward fewer transitions as education 
increases, women experience a large 
decrease when they graduate high 
school but then no additional decrease 


Primary 


Some High BA+ 
High School 
School Graduate 


WOMEN 


for the completion of a university 
degree. These results raise the question 
of why university education has so 
little impact for women compared 

to men. 


Conclusions 


+ On average, individuals experience 
a large number of labour force 
transitions, about 17, over their 
life course. 


e An individual’s education has an 
incredible impact on employment 
stability. Individuals who fail to 
complete high school can expect 
double the number of transitions of 
someone who completes university. 


e Education has become increasingly 
important over time. There has 
been an upward overall trend in the 
number of lifetime transitions for 
each successive birth cohort; how- 
ever, the upward trend is far more 
pronounced for individuals with 
lower levels of education. 


¢ Gender is also an important factor 
with women experiencing approxi- 
mately one more lifetime transition 


than men. This is likely to be 
largely driven by child bearing as 
female parents experience approxi- 
mately two more transitions than 
their childless counterparts, while 
male parents experience the same 
number as childless men. 


+ University education seems to do 
little to reduce the number of tran- 
sitions for women beyond the gains 
achieved by completing high 
school. 


Full references are available in the online version 
of this issue. It can be accessed by visiting the 
PRI web site at <www.policyresearch.gc.ca>. 


Notes can be found at the end of this issue. 
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Notes 


Work-Life Balance in an Aging 
Population 


1 I would like to acknowledge and thank 
the Population Aging and Life-Course 
Flexibility project team at PRI, and espe- 
cially Carolyn MacLeod for her research 
in support of this article, as well as 
Sylvain Coté for having co-ordinated 
the collection of material for this issue 
of Horizons. 


2 For more information on the PWFC, 
please see the PRI web site. 


3 This survey only covered workers 
employed in corporations where there 
were 500+ employees. 


4 A high skilled worker is someone with at 
least a college degree or apprenticeship, 
university education, or managerial skills. 


S Total time for the population aged 25-54 
is equal to the sum of the time spent 
between those ages in market, domestic, 
volunteer, and school work, socializing, 
active and passive leisure, and personal 
care. 


6 In his study, non-standard work includes 
permanent part-time, full-time temporary 
workers, part-time temporary, own- 
account self-employed, self-employed 
employers. 


7 As of December 31, 2000, Employment 
Insurance benefits went from covering 
12 to 35 weeks of parental leave. 


Time-Related Stress 


1 We would like to thank Christian Dea 
and Gordon Lenjosek for their helpful 
comments. 


2 Statistics Canada, General Social Survey, 
cycle 12: time use (1998) - Public use 
microdata file documentation and user's 
guide, Catalogue No. 12M0012GPE, 
November 1999. 


3 Many factors impact on the probability 
of experiencing time crunch. Our models 
included age, gender, marital status, pres- 
ence of children, education level, labour 
force status, household income, region of 
residence, health status, and four aspects 
of time use (average daily time spent on 
child care, other unpaid domestic work, 
care or assistance to other adults, and 
community and voluntary activity). 
Other factors deemed to influence the 
likelihood of being time crunched, such 
as wealth and community support, were 
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not available and therefore not con- 
trolled for, which may affect the reliabil- 
ity of our results. Given past evidence on 
gender differences with respect to time 
use and time pressures, we also tested 
how the impact of many factors listed 
above varied by gender. 


4 A “typical individual” is an average of 


women and men with no children under 
13 years of age, employed full time, liv- 
ing in Ontario, in very good self-reported 
health, who spends the average number 
of hours on unpaid domestic tasks (vary- 
ing from 1.5 hours for those aged 15 to 
24 years to 3.6 hours for those aged 65 to 
74 years), and who does not care for 
other adults. 


S Primary child care is distinct from total 


child care, which also includes time spent 
looking after household children even if 
the respondent was doing something else 
at the same time (Zukewich, 2003). 


6 This incremental impact applies to an 


individual who possesses the average of 
all characteristics included in the regres- 
sion model. The predicted probability of 
this “average individual” experiencing 
time crunch is 15.6 percent. 


7 “Severely short of time” is defined as hav- 
ing less adult time than is available to a 
two-parent, two-child family in which 
each parent works 50 hours per week 
(Burton and Phipps, 2004). 


8 See Endnote 6. 
9 This typical profile differs from the pro- 


file used for figures 2 and 3. In this case, 
the typical individual is aged 35 years, 
married or in a common-law relation- 
ship, employed full time, reports very 
good health, and spends the average 
amount of time (3.3 hours) in unpaid 
household work and who enjoys their 
job. 


10 Evaluated for an employed individual 
who possesses the average of all charac- 
teristics included in the regression model. 
The probability of this “average 
employed individual” experiencing time 
crunch is 22.0 percent. 


Some researchers have suggested that 
time crunch is primarily associated with 
not enjoying one’s job. However, this is 
not substantiated by our work. Notably, 
the vast majority of employed individuals 
who report experiencing time crunch 
also report enjoying their paid work or a 
neutral attitude to their paid work. 


Self-Employed Women’s Work-Life 
Imbalance 


1 A recent meeting of OECD social affairs 
ministers. 


2 For a review of key policies and programs 
in Canada and Quebec see OECD 
(2005b). 


3 Policies aimed at improving work-life bal- 
ance benefit both men and women, and 
have wide-reaching implications for the 
economic and social well-being and pros- 
perity of the whole society. 


4 Status of Women Canada Policy Research 
Publications can be found at <www.swc- 
cfc.gc.ca/pubs/pubspr/ index_e.html>. 
The views expressed in this paper are 
those of the authors and do not necessar- 
ily represent the official policy of SWC or 
the Government of Canada. 


S The majority of self-employed women 
make less than $30,000 a year. 


6 The delivery model for regulated family 
child-care services varies from one 
province to another. There is the direct 
licensing model (British Columbia), the 
agency model (Quebec), and the mix 
model (Newfoundland and Labrador). 


7 The study examined licensed providers 
of child day-care services who work from 
their homes in three provinces: British 
Columbia, Quebec, and Newfoundland 
and Labrador, and studied five areas of 
law, where the absence of social protec- 
tions have negative impacts on their 
working conditions and can lead to 
work-life conflicts. These are maternity 
and parental benefits offered under the 
Employment Insurance Act; the CPP/QPP, 
compensation for workplace injuries, 
employment standards, and pay equity. 


8 While some question its constitutionality, 
Bill 8 stipulates that despite any provi- 
sion to the contrary in the labour code 
or any other statute, family child-care 
providers are deemed to not be employed 
by the Centre de la petite enfance. 


9 On December 16, the Quebec National 
Assembly passed Bill 124, Educational 
Childcare Act to replace the Childcare Cen- 
tres and Other Childcare Services Act. The 
Act reforms the administrative regula- 
tions and standards for child-care and 
day-care centres, and restructures the co- 
ordination of home child care. While it 
is a major change in the governance of 
child-care services in Quebec, the Act did 
not address, in a direct way, the working 
conditions of childcare providers. 


PoLicy RESEARCH INITIATIVE 


59 


60 


Informal Caregivers 


1 


6 


9 


This paper represents the views of the 
authors and does not necessarily reflect 
the views of Social Development Canada. 
Acknowledgments: We would like to 
thank Statistics Canada for making data 
from the 2002 General Social Survey 
available. 


More than two in three working age 
women were employed in 2003 (Statistics 
Canada, 2004). 


The need for care rises with age. By 
following cohorts of seniors from 1994 to 
2000, Martel et al. (2003) found that of 
those living independently and aged 80 
and over in 1994, only one in five were 
living independently in 2000. 


Informal care from family and friends 
was the most common form of care pro- 
vided for seniors receiving care, according 
to the 2002 General Social Survey. 


Formal care (i.e., care provided by paid 
employees or organizations) constituted 
only 26 percent of elder care according to 
the same survey. For a detailed review of 
caregiving for seniors, see Cranswick 
(2003); Stobert and Cranswick (2004). 


Caregiving tasks are often divided into 
two categories: activities that help main- 
tain a household (e.g., finances, house- 
keeping, transportation, and yard care) 
and personal care, which includes assis- 
tance with the activities of daily living 
(e.g., bathing, dressing, or grooming) 
(Cranswick, 1997; Conner, 2000). 


The proportion of Canadian adults work- 
ing longer hours (41 hours or more per 
week) increased between 1976 and 2003 
(Statistics Canada, 2004a). While men 
work more hours on average than 
women, the proportion of women work- 
ing these longer hours increased from 
nine percent in 1976 to 13 percent in 
2003. 


This is corroborated by recent research 
which indicates that caregiving has the 
effect of delaying men’s retirement with- 
out a consistent influence for women 
except in spousal caregiving which pre- 
cipitates it (Kazi, 200S). 


A US study of caregivers 45 years of age 
and over documented the employment, 
earnings, and pension losses experienced 
by caregivers (National Alliance, 1999). 
Recent research also suggests that the 


shift in the burden of caregiving to the 
family, particularly women, will likely 
affect their economic well-being in later 
life, potentially pushing them toward 
dependence on public supports (Wak- 
abayashi and Donato, 2005). 


10 The research focused on men as women’s 


11 


earnings profiles have only recently 
started resembling that of men. 


Policy designed to meet the time 
demands of caregivers is in the early 
stages. A recent policy tool is the compas- 
sionate care leave, which came into effect 
in January 2004. Eligible workers can 
receive Employment Insurance benefits 
for a period of up to six weeks to provide 
care for a family member who has been 
medically certified to be at risk of dying 
within six months (HRSDC, 2004). The 
initial results indicate a low take-up rate 
suggesting that the provision of an 
appropriate balance of supports to 
address the needs of caregivers still 
remains. 


12 In the literature, out-of-pocket expenses 


13 


cited by caregivers include food, trans- 
portation, medications, assistance with 
rent, or expenses for home care profes- 
sionals (National Alliance, 1999). 


Only responses on the employment and 
financial consequences could be reported 
due to a small sample size. 


Policy Implications of Delayed 
Reproduction and Low Fertility Rates 


1 


With contributions from Linda Senzilet 
and Joanna Theriault, Policy Division, 
Health Policy Branch, and Nancy Hamil- 
ton, Applied Research and Analysis Direc- 
torate, Health Policy Branch. 


For example, in 2003, the TFR in Canada 
was 1.61, Ireland 1.89, Japan 1.38, Greece 
1.35, and Italy 1.26. CIA World Factbook. 
Total fertility rate (children born/ 
woman), 2003. 


Caldwell (2004) provides an overview of 
various demographic theories and their 
implications. See also Bongaarts (2002). 


Lochhead (2000) noted that women aged 
30 years or older accounted for nine per- 
cent of all first-order births in 1976; by 
1996, the share of first-order births to 
women aged 30 years and older more 
than tripled, accounting for three out of 
every ten first births. This proportion has 
continued to rise. See also Payne (2004). 


5 For one example describing how the gra- 
dient functions, please refer to Wilkinson 
(1996). 


6 This information is based on an unpub- 
lished manuscript and discussions with 
Marni Brownell about unpublished 
MCHP research. 


Changing Nature of the Family 


1 Fora more detailed description of the 
LifePaths model please consult the Statis- 
tics Canada web site at <www.statcan.ca/ 
english/spsd/LifePathsOverview_E.pdf> 
and “Fragments of Lives: Enabling New 
Policy Directions through Integrated Life- 
Course Data” an article in Horizons Vol- 
ume 6 Number 2 by the PRI at 
<www.policyresearch.gc.ca/v6n2_e.pdf>. 


2 Population aged 15+. 


Lifetime Labour Force Transitions 


1 PE to PE (job change), PE to NE, PE to SE, 
NE to PE, NE to SE, SE to NE, SE to PE. 
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